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80 THE BANKER 


A Banker’s Diary 


Mid-June—Mid-July 


CONDITIONS have remained very easy during the month 
under review. During the last half of June the clearing 
banks refrained from buying bills, as they 
were preparing for their half-yearly balance 
sheets, and the rate for “ hot” Treasury 
bills firmed up in consequence to 4 per cent., while at 
times a very little special buying was thought advisable. 
Once the half-year had passed however, one or two of 
the clearing banks resumed buying, with the result that 
although the “hot” bill had become the unpopular 
October maturity, the rate eased to ? per cent. As 
regards rates on short loans, the clearing banks adhere 
to their minimum of I per cent. Outside money firmed 
up to } and ? per cent. during the last week of June, 
with r per cent. charged for loans into July, but by a 
fortnight later the usual ease had been restored with 
outside money freely available at 5 and } per cent. and 
at times even { per cent. 


The Money 
Market 


As was the case a year ago, the turn of the half-year 
was passed with unusual ease, and no market borrowing 
ma at the Bank of England proved necessary. 

lhe fhe calendar undoubtedly aided the market 
Reg ed this year, for June 30 fell on a Friday, 
while October I is a Sunday. This enabled 

the market to apply for the whole of the Treasury bills 
offered on June 23 to be paid for on July 1 after the turn 
of the half-year, for these bills are repaid on Saturday 
September 30, and so were the useful September maturity. 
The result was that by June 30 the market was amply 
supplied with funds consisting of the proceeds of the 
week's maturities of old Treasury bills, while until 
Saturday the government was short of funds and as 
the June 30 revenue returns showed, had to borrow 
{18-5 millions on Ways and Means from the Bank. 
What really happened was that, as on December 31, 1931, 


the market was able to meet the calls of the banks for 
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balance sheet purposes by making the Treasury borrow 
for it. In actual fact, the market largely missed the 
tender on June 23, and the bills were taken by the banks. 
This means that the market will hold no maturities at 
the end of September, and as they will then be applying 
heavily for the December Treasuries, there is likely to 
be a shortage of money. 


DuRING the past few weeks the market has been greatly 
puzzled by an increase in the Bank of England’s other 
deposits, namely, deposits by its private 
Other customers, as Catinanened from money 
yh ag wea lodged by the British Government or by 
British banks, for between June 21 and 
July 12 their total increased from £39-8 to £56-3 millions. 
Natur: ally no information is av ailable as to the nature of 
these accounts, though they must include any balances 
held on foreign account at the Bank. The most likely 
suggestion was that the French authorities were accumu- 
lating balances in London in preparation for the repay- 
ment of half of the French Treasury credit, amounting 
to £15,000,000 at the end of July, but the Banque de 
France return for July 7 revealed no increase in its 
foreign balances, so that if this suggestion is correct, the 
Banque de France must either have been transferring 
funds from other foreign centres or from accounts held 
by it elsewhere in London. If this view is correct, the 
money will be released when the French credit is repaid, 
and in the meantime its segregation in Other Deposits 
is apparently being off-set by special purchases of bills 
by the Bank of England, so that market resources, which 
consist of bankers’ deposits, remain unaffected. 


THE determination of President Roosevelt and his ad- 
visers to press on with their programme of inflating 
American prices and leaving the foreign 
exchanges to look after themselves, as 
expressed in the succession of American 
communications to the World Economic Conference, 
naturally led to a further heavy depreciation of the dollar, 
and whereas on June 22 sterling stood at $4°22, by 
July 12 it had touched $4-81}, or nearly mint parity. 
Rather steadier conditions then prevailed for a few days, 
I 


The Foreign 
Exchanges 
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but later there was a further lapse to $4-8663 or to mint 
parity. Then came a further recovery, and it appears that 
as and when speculative operations based upon American 
monetary policy force down the value of the dollar, 
commercial covering for the autumn at once pulls the 
rate up again. Seasonal buying also explains the firmness 
of the forward rate at about 3 cents, although on the 
basis of interest rates alone, three months’ dollars should 
be at a slight premium. Still, even though the seasonal 
pressure is now in favour of the dollar, it is not possible 
to say that further depreciation will not take place, for 
the American Administration has set no upper limit to 
the inflationary rise in prices which it is _ bringing 
about, and even if it had, it is becoming doubtful if 
it would be able to check the movement. Meanwhile 
the “ free ’’ gold currency countries have set their faces 
against depreciation, and have gone so far as to discuss 
measures for the mutual defence of their currencies with 
a view to keeping them on the gold standard. This 
attitude was reflected in a firmer tendency of all the 
free gold currencies in the middle of July, when the 
Paris rate improved to Frs. 84% against Frs. 86} in June 
and when some selling of francs by the British control 
was thought advisable. The gold premium in the London 
bullion market, which had largely disappeared in June, 
reappeared in early July, and there was some evidence 
of Continental gold purchases for hoarding. The whole 
exchange position is still very confused, and confidence 
is still lacking in many quarters. 


THE bank balance-sheets for June 30 are discussed in 
detail on a subsequent page, but it is useful to refer 
here to the trend of the banking figures 

The June between May and June. There has been 
ae a further increase in the deposits by the 
Averages ten London clearing banks from {£1,944-0 
millions in May to £1,978-2 millions in 

June, while advances have continued their expansion, 
and have risen from {774-8 millions to £777-8 millions. 
Call money is slightly higher at {102-6 millions, against 
£97°7 millions, while discounts have risen from £346°1 
to £351°8 millions, and investments from {530-4 to 
£544°4 millions. Cash stood at {213-2 millions, against 





| 





| 
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{205-6 millions, while the cash ratio rose slightly from 
10°6 to 10°8 per cent. In interpreting the June figures 
allowance must be made for the half-year balance sheet 
preparation, but it is noticeable that the cash ratio for 
June 30 was 10-06 per cent., or fractionally less than the 
average ratio for the whole of the month. 


THE June trade returns registered a further reduction 
on both sides of the account. Imports were £53°8 
a millions, against £57°3 millions in May and 
The Half- £57*9 — in June, 1932, while British 
Te Be a ae ie 
Returns ©XPorts were £28-5 millions, against £30°8 
millions in ee and {29-7 millions in June, 
1932. The May figures were among the best for the 
year, on June was a shorter month, so that little signi- 
ficance need be attached to this apparent set-back. 
For the half-year, imports amounted to £320-4 millions, 
against {360-8 millions in 1932; Britishe xports to £175°3, 
against {187-0 millions; and re-exports to {25-2, against 
£29°3 millions. The adverse trade balance was {119-9 
millions, or an improvement of {24-6 millions since last 
year and one of £63-1 millions since the win half of 1931. 
Comparing the first halves of 1932 and 1933, raw mate rial 
imports do not make too favourable a Err and there 
were ominous decreases in timber, wool and raw cotton, 
while among exports of manufactured goods, cotton yarn 
and cloth are both lower. It is here possible to trace 
the effects of Japanese competition. Exports of coal, 
steel and mac ‘hine ‘ry are also less than last year, and the 
big improvements in those of locomotives and motor 
vehicles are only a partial compensation. Reviewing 
the returns as a whole, it is clear that we have exhausted 
the benefits of the flying start we gained from our sus- 
pension of the gold standard and the change in our fiscal 
system, and that for an improvement in our total trade 
turnover as well as for a further shrinkage in our adverse 
trade balance we now depend upon a general freeing and 
revival of world trade. 


12 
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The Adjournment of the 
Conference 


HE adjournment of the World Economic Conference 
from July 27 to some undefined date has caused 
no surprise, for ever since the refusal of the 
American Administration to consider any form of de facto 
or temporary exchange stabilization the Conference and 
its sub-commissions had been labouring in an atmosphere 
of artificiality. It is easy to say that moneti ry questions 
provided only one side of the Conference’s labours, and 
that even if these remained unsettled there was much 
useful work to be done on such questions as world 
tarifis, trade, production and consumption, but such a 
view ignores the fundamental facts of the present 
situation. To put the matter bluntly and plainly, so long 
as the leading foreign exchange rates of the world remain 
liable to frequent and wide fluctuations, the effects of 
any agreements upon international tariffs and trade 
can be entirely nullified or even reversed by an exchange 
movement without any warning, and this fact alone 
makes any such agreements mere waste-paper and 
these discussions a waste of time. In these circumstances, 
once the United States had refused to consider exchange 
stabilization, the adjournment of the Conference became 
inevitable. 
Nevertheless, the Conference has not been entirely 
a waste of time, even though no one doubts to-day that 
had the present rapid changes in the American situation 
been foreseen, the meeting of the Conference would have 
been postponed until American conditions had shown 
signs of crystallizing in their new form. Still, even so, 
the Conference has brought the representatives of the 
different nations into contact with each other, has 
enabled them to exchange views both officially and 
unofficially, and has helped them to appreciate each 
other’s proble ms and each other’s ways of looking at 
things. Again, even if it has proved impossible to reach 
any definite decisions of importance, much useful explora- 
tory work has been done, both generally, and in particular 
fields, such as those of specific commodities. It is some- 
thing if the representatives have learned what cannot be 
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done, even if they have not yet found much that can be 
done at the moment. 

Still, what of the future ?—for that is what we must 
look to to-day, rather than spending too much time 
discussing the first abortive meetings of the Conference. 
In considering further possibilities, we must begin by 
appreciating the attitudes of the United States, the 
European “gold” countries, and last but not lez ist, 
England, the British Empire, and the countries linked 
to sterling; for these are the three main groups into 
which the. world is divided to-day. 

The United States’ attitude is very simple, for it was 
defined with almost brutal plainness in Mr. Roosevelt’s 
messages to the Conference. The first of these, dated 
July 3, ran as follows :— 


I would regard it as a catastrophe amounting to a world 
tragedy if the great C Pi Hen of nations, called to bring about 
a more real and permanent financial stability and a greater 
prosperity to the masses of all nations, should, in advance of any 
serious effort to consider these broader problems, allow itself to 
be diverted by the proposal of a purely artificial and temporary 
experiment affecting the monetary exchange of a few nations 
only. Such action, such diversion, shows a singular lack of 
proportion and a failure to remember the larger purposes for 
which the Economic Conference originally was called together. 

I do not relish the thought that insistence on such action 
should be made an excuse for the continuance of the basic 
economic errors that underlie so much of the present world-wide 
depression. 

The world will not long be lulled by the specious fallacy of 
achieving a temporary and probably an artificial stability in 
foreign exchange on the part of a few large countries only. 

The sound internal economic system of a nation is a greater 
factor in its well-being than the price of its currency in changing 
terms of the currencies of other nations. 

It is for this reason that reduced cost of Government, adequate 
Government income, and ability to service Government debts are 
all so important to ultimate stability. So, too, old fetishes of 
so-called international bankers are being rep iced by efforts to 
plan national currencies with the objective of giving to those 
currencies a continuing purchasing power which does not greatly 
vary in terms of the commodities and need of modern civilization. 
Let me be frank in saying that the United States seeks the kind 
of dollar which a generation hence will have the same purchasing 
and debt-paying power as the dollar value we hope to attain 
in the near future. That objective means more to the good of 
other nations than a fixed ratio for a month or two in terms of 
the pound or franc. 
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Our broad purpose is the permanent stabilization of every 
nation’s currency. Gold or gold and silver can well continue to be 
a metallic reserve behind currencies, but this is not the time to 
dissipate gold reserves. When the world works out concerted 
policies in the majority of nations to produce balanced budgets 
and living within their means then we can properly discuss a better 
distribution of the world’s gold and silver supply to act as a 
reserve base of national currencies. 

Restoration of world trade is an important partner both in the 
means and in the result. Here also temporary exchange fixing is 
not the true answer. We must rather mitigate existing embargoes 
to make easier the exchange of products which one nation has and 
the other nation has not. 

The Conference was called to better and perhaps to cure 
fundamental economic ills. It must not be diverted from that 
effort. 


Fortunately, this most uncompromising document 
was followed, on July 5, by a second document, which, 
although equally definite in its meaning was couched in 
a milder tone :— 

The President has made it clear that he saw no utility at the 
present time in temporary stabilization between the currencies of 
countries whose needs and policies are not necessarily the same. 
Such stabilization would be artificial and unreal and might 
hamper individual countries in realizing policies essential to their 
domestic problem. He urged the Conference to seek consideration 
of its fundamental task of facilitating policies by the different 
nations directly, not to temporary expedients, but to mitigating 
and, if possible, remedying the harassing evils of the present 
economic situation. In the hope that the United States may be 
of help to the Conference, to whose success and friendly co-opera- 
tion the President continues to attach the greatest importance, 
it may be useful that we should develop this thought somewhat 
more fully. 

The revaluation of the dollar in terms of American commodi- 
ties is an end from which the Government and the people of the 
United States cannot be diverted. We wish to make this 
perfectly clear: we are interested in American commodity 
prices. What is to be the value of the dollar in terms of foreign 
currencies is not and cannot be our immediate concern. The 
exchange value of the dollar will ultimately depend upon the 
success of other nations in raising the prices of their own 
commodities in terms of their national moneys and cannot be 
determined in advance of our knowledge of such fact. There is 
nothing in our policy inimical to the interest of any other country 
and we are confident that no other country would seek to 
embarrass us in the attainment of economic ends required for 
our economic health. 

When the currencies of those great nations of the Continent of 
Europe—France, Italy, and Belgium—depreciated over a period 
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of years, there was no criticism from the United States, nor did we 
criticize their ultimate devaluation. And when Great Britain and 
the Scandinavian countries went off the gold standard there was 
only sympathetic understanding in the United States. Great 
Britain has been off the gold st: ind: ird for nearly a year and three- 
quarters and the United States has been off for less than three 
months. Nevertheless, we are glad to be able to associate our- 
selves with the statement of British policy made on July 4th in 
the House of Commons by the Financial Secretary to the Treasury, 
when, speaking in the name of the Chancellor of the Exchequer, 
he said :— 

‘“* My right hon. frie nd has on a number of occasions expressed 
the view of His Majesty’s Government that, although a return to 
the gold standard might be our ultimate objective when proper 
conditions were assured, we must reserve completely liberty to 
choose both our own time and parity. He does not think he can 
usefully add anything to that statement now.” 

If there are countries where prices and costs are already in 
actual equilibrium we do not regard it to be the task of the 
Conference, as it certainly is not the purpose of the American 
Government, to persuade or compel them to pursue policies 
contrary to their own conception of their own interests. 

It is not sufficient to escape from the present evils. But it is 
our duty to consider together how to avoid their recurrence in 
the future. The first task is to restore prices to a level at which 
industry, and above all agriculture, can function profitably and 
efficiently. The second task is to preserve the stability of this 
adjustment once achieved. The part which gold and silver 
should play after adjustment has been secured would seem a 
further subject suitable for consideration by the Conference. 

We conceive therefore that the great problems which justify 
the assembling of the nations are as present to-day and as 
deserving of exploration as was the case a few weeks ago; and we 
find it difficult to conceive that the view which it has been our 
obvious duty to take on the minor issue of temporary stabilization 
can in any way diminish the advisability of such discussion. 


The second paragraph of this message of July 5 is 
the vital passage, which makes the American attitude 
perfectly clear. It is that the American nation is 
interested solely in its own affairs. By deliberately 
abandoning the gold standard and inflating its own internal 
prices, it has embarked upon the most gigantic voluntary 
experiment of the kind in the economic history of the 
world, and it does not intend to be deflected from the 
course which it has chosen by any external considerations 
whatsoever. While this experiment of raising internal 
prices is in progress, the American nation does not care 
what happens to the foreign exchanges, 
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It is difficult for us in Great Britain not to sympathize 
with this American attitude, even though we may deplore 
the delay to concerted world reconstruction which it 
has occasioned. Our own declared policy is one of 
raising wholesale prices to a more equitable level, and the 
United States can fairly reply to us that while we are 
talking of the need for raising prices, she is actually 
raising them, and she is raising not only her internal 
dollar prices, but, to a lesser extent admittedly, sterling 
prices as well. There is no real distinction between British 
intentions and current American action ; it is all a question 
of degree. For this reason alone, it behoves us in Great 
Britain to proceed warily when criticizing recent American 
action, even though it has forced the adjournme nt of the 
Conference. If the American experiment succeeds, and 
does not have the same disastrous end that inflation has 
had elsewhere, it may well prove to have done more to 
restore world trade and finance than the Conference could 
have hoped to have done in its most optimistic moments. 

England, however, is placed half-way between the 
United States and the Continent of Europe, and so we 
must try to appreciate the Continental point of view as 
well. In brief, the attitude of the Continental “ gold 
bloc,’”’ consisting of France, Belgium, Italy, Holland, 
Switzerland and Poland, is as follows :—‘‘ We have 
either suffered grievously from inflation ourselves, or 
have seen our neighbours suffer next door. At the present 
moment our currencies are being subjected to subversive 
attacks, designed to drive us off our one anchor—which 
is gold. Whatever happens elsewhere, we are determined 
not to suffer the evil consequences of inflation a second 
time, and for this reason alone we propose to join forces 
in defending our currencies and maintaining the gold 
standard at existing parities regardless of the cost.’ 

This attitude must, again, command our respect. 
[t is an honest attitude and a logical attitude. If prices 
fall, it implies, it is the duty of each nation to adjust its 
internal affairs to the new and lower price le vel, and not 
to shirk the task by manipulating its currency in the hope 
of restoring the former level of prices. The task is 
admittedly a painful one, but it is one which the 
Continental nations have had to carry out in past years, 
and they find it difficult to sy mpathize with England who 


THE CONFERENCE 89 








shirked it from 1925 to 1931, or with the United States 
who is deliberately seeking to dodge it to-day. 

Whether we in Engl: ind agree with this attitude or 
not, there is one fact which we must admit. After their 
previous experiences of inflation, it would be politically 
dangerous, if not impracticable, for most Continental 
governments to adopt a policy of price inflation to-day. 
We must, therefore, formulate our own policy in recogni- 
tion of the fact that we lie half-way between the United 
States, who are committed to a policy of inflation at all 
costs, and the European countries who are determined to 
remain on the gold standard, again, regardless of the cost. 

What, then, is our own immediate monetary and 
economic policy. First and foremost, we must strike 
out our own independent line, and this was probably 
the real motive behind Mr. Runciman’s recent declaration 
that Great Britain could not undertake to finance 
grandiose schemes of public works all over the world. 
Probably the most constructive enunciation of our 
proper policy is to be found in a recent speech by 
Mr. Brand, the salient passages of which are reproduced 
below. After alluding to the need for alleviating the 
present intolerable burden of world internal and external 
indebtedness, he said : 


Indebtedness could be reduced only in two ways. The first 
way was just by writing it down, the second was by a rise of 
prices. The first process was going on daily. Every international 
banker who had been responsible for making issues abroad was 
trying every day to secure that the foreign debtor paid all he 
could, and where he could not pay what he had contracted to 
pay to bring the debt permanently, or at any rate temporarily, 
within his means. The other process—of getting a rise of prices 
throughout the world—would be enormously more beneficial, 
both to the debtor and to the creditor. Looking at the World 
Economic Conference, he thought it was wrong to divide the 
nations into two groups, one of which wanted stability of 
currency and the other did not. He thought all countries wanted 
exchange stability if they could get it. The true division seemed 
to him to be between the nations which wanted a rise of prices 
and those which did not. The first included the United States 
and all raw material producing debtor countries, such as Australia, 
India, and the South American countries. The second had two 
divisions: First, the free gold standard countries—France, 
Holland, and Switzerland—which wanted above all to stay on 
the gold standard ; and, secondly, the Central European countries, 
to most of whom a rise of prices would be very valuable, but who 
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feared inflation so much, after their experiences of it, that they 
preferred everything, even insolvency, to anything which might 
frighten their people into a belief inflation was again at hand. 


Having made a valuable attempt to minimize the differ- 
ence between the present American and Continental points 
of view, he proceeded to discuss the British standpoint:— 

Midway between the two groups stood England. To his 
mind one of the really important things in the world now was that 
the British Government should have a clear and definite policy 
on this great problem. The Government—Mr. Chamberlain had 
often stated it—were in favour of a rise of prices. Our authorities 
had, it was true, gone a great way towards making it possible by 
making money very cheap in this country. That was one step. 
But beyond that their present policy seemed to him to put 
difficulties in the way. We had tied our currency, the pound 
sterling, to the gold standard currencies, not through any 
agreement, but merely as a matter of working for five or six 
months now. If the gold standard countries were determined 
their price levels should not rise it was going to be extraordinarily 
difficult for us to keep our currency tied to the gold standard 
countries and to have a rise of prices. If prices did rise we 
might then find ourselves very much in the position we were in 
in September, 1931. 

Another problem was that Mr. Runciman had stated— 
he thought perhaps he might have been misunderstood—that 
the Government were going to spend nothing at all on public 
works. The speaker was not an advocate of ex. -mely large 
public expenditure, but he was not an advocate at this moment 
of the Government and the municipalities spending nothing at all. 
He thought that would be a retrograde and deflationary policy. 
The only other possible policy for raising prices was restriction, 
and perhaps Mr. Chamberlain and Mr. Walter Elliot had that in 
mind as a possible policy. There might be a few commodities 
which required restriction in production, but to aim at a rise of 
prices by all-round restriction of production, when the production 
of the world had fallen in the last three or four years more 
enormously than ever in history, seemed to him al solutely 
suicidal. 

Now that the United States had made a move, and gone a 
very long way towards raising prices, Mr. Brand continued, he 
thought it was easier for us, and we might go some of the way 
with them. By shaping a policy of co-operation with the United 
States we might do what would be extraordinarily important 
both to us and to them, and that was to help to moderate their 
policy and bring them back from extreme courses, if they 
contemplated them, to moderate courses in co-operation with us. 
We could not peg the pound sterling to the dollar while the 
United States was shooting the rapids, as she was doing at this 
moment. 

Even if we pursued a perfectly independent policy—as he 
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thought we should—he did not think we would need to fear a 
large depreciation of sterling in relation to the gold currencies. 
3ut we ought to be free to deal with our exchange according to 
our interests; and he thought we should have regard more to the 
internal conditions of this country and the internal price level, 
and to the interests of India, Australia, and other parts of the 
British Empire, than we should by simply tying ourselves to 
the gold standard. The greatest problem in the world at the 
moment was a wise currency policy on the part of the United 
States and on the part of this country. If we could see our way 
to co-operating with them—and they could make that possible 
to us—in a policy which was not seriously damaging to the gold 
countries, he believed that in a short time they might see quite a 
different world from the world they saw to-day. 


With this constructive declaration of policy we find 
ourselves in general agreement, and indeed, it leads us on 
to make certain practical suggestions. In the first place, 
we should say to the United States that while we and the 
sterling nations are in entire sympathy with the American 
attempt to raise prices, we should appreciate early 
information as to the final objective the American 
Administration has in mind. Obviously, there must be 
some upper limit to the increase in American prices, and 
if we interpret American policy correctly, it is that dollar 
prices should be raised to that limit and then kept there. 
We should be glad if the United States could tell us 
firstly, if we are correct in this interpretation, and, 
secondly, what that limit is. Have they in mind the 
price-level of 1928—or some level intermediate between 
1928 prices and those current at the beginning of this 
year? In plain English, how much further “do they intend 
the increase in prices to go, and are they satisfied in their 
own minds that once they have re ached the desired level, 
they can prevent any further increase and equally check 
a reaction? This last question is perhaps the most 
important of all, for one of the main doubts of the 
American experiment is whether it can be kept under 
control. 

Assuming for the moment that the United States is 
able and willing to answer these questions, we should next 
declare our own intentions. What is the ultimate price- 
level which we ourselves have in view? And what further 
practical steps, beyond a policy of easy money, do we 
intend to take? Must Mr. Runciman’s definite denial of 
the value of public works be taken literally, or can it be 
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construed with previous utterances by his colleagues of 
a more expansionist character? How far do we regard 
a policy of import regulation and orderly marketing as 
an adequate or desirable instrument for raising prices ? 

Next we must turn to the Continental “ gold bloc,” 
and here we must be equally sympathetic and definite. 
We must recognize their desire to remain on gold and 
preserve their economic status quo, and must admit 
that they are fully entitled to pursue internal policies 
leading to this end. At the same time, we must make it 
equally clear that if this involves a further divergence of 
sterling from gold prices, then we will no longer seék to 
maintain the present exchange value of the pound in 
terms of gold currencies. If the logical consequence of 
the relative course of gold and sterling prices in the near 
future is that the pound should fall from Frs. 85 to 
Frs. 80 or even Frs. 70, then we will see to it that that 
fall takes place. This is the only way in which we can 
avoid a second over-valuation of sterling in terms of 
gold currencies, and it is the way which we must take. 
We ought, indeed, to go further, and when stating the 
extent to which we intend to raise prices, add that 
provided that gold prices remained steady, that would 
involve the ultimate settling down of sterling at an 
exchange rate against the franc of x or y; and we should 
say, that as sterling prices gradually rose according to 
our plans, our exchange control policy would envisage the 
gradual establishment of that new value of the pound 
in terms of gold currencies, whatever that new value 
might be. Such intentions of ours should be declared 
in a sympathetic and friendly manner, but they should be 
announced in such a way as to leave no room for doubt. 

Similar explanations of our intentions should also be 
given to other members of the Empire, and to those 
countries which are loosely linked to sterling. The 
Dominions and those other countries should declare 
their own intentions in their turn, with a view to mutual 
co-operation and the determination of new exchange 
rates, if necessary, inside the sterling group. 

All these changes will obviously take time, and while 
they are in progress it is difficult to see how any further 
meetings of the World Economic Conference can usefully 
take place; for the world’s prices and exchanges will 
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remain in a state of flux. The Preparatory Commission 
of Experts, however, could usefully remain in continuous 
session, watching the course of events, collecting fresh 
data as the situation gradually developed, and seeking 
to recast the agenda for the adjourned Conference in 
the light of whatever new situation finally crystallized out. 
When the rise in dollar and sterling prices had reached 
its desired limit, and some degree of stability at that 
level had been reached, the Conference could usefully re- 
assemble and discuss the new agenda which by then should 
have been prepared for it ; and by then it could probably 
discuss not only such questions as production, trade and 
tariffs, but future world monetary policy and even the 
re-establishment of the gold standard. All that, however, 
must remain for the future. For the moment, we are 
concerned to point out that new internal and external 
values of both the pound and the dollar must be 
established in accordance with the needs of the British 
Empire and the United States, and until those operations 
are complete the World Economic Conference had best 
stand adjourned. 


The Banking Half-year 


F 5 “NHE balance sheets of the English joint-stock banks 
for June 30th last are of considerable interest, 
for they mark the position at the end of our first 

year of an official policy of cheap and easy money. In 

these circumstances, it is best to defer consideration of 
the bank balance-sheets themselves and to begin by 
summarizing the exact extent by which the supply of 
credit has bee n increased during the past year. This can 
be done most conveniently by citing the Bank of 
England’s returns for June 29th, 1932, “and June 28th, 
1933 -— 


June 29, June 28, Change during 
1932. 1933. year. 
f£ mn. £ mn. { mn. % 
Gold in Bank ay ~« 296°% 189°4 + 53:3 + 39°2 
Notes in Circulation os (9OR°2 3751 + 12°70 + 3°3 
3anking Dept. Reserve .. 48-9 75°5 -+- 20°6 + 54°4 
Banking Dept. Securities.. 108-4 103°9 — 495 — 41 
Bankers’ Deposits .. 86°6 105°I + 185 + 21°4 


Proportion .. ys os 399°0% 46°7% 
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This summary of the Bank return conveys mainly 
the impression that our monetary policy has been one 
of carefully restrained reflation. During the year under 
review, the Bank added {53:3 millions, or 39-2 per 
cent. to its gold stocks; this being largely the result of 
the big gold influx during the early stages of the American 
crisis last winter. Had this new gold been permitted to 
exercise its full effect, there would have been proportionate 
increases not only in the note circulation and the Reserve, 
but in the earning assets of the Banking Department, 
and also in bankers’ deposits at the Bank and in the cash 
and deposits of the joint-stock banks themselves. Such 
increases have not in fact occurred. On the one hand, 
it was recognized that much of this new gold represented 
foreign funds lodged temporarily in London for safe 
custody, with a prospect of its withdrawal so soon as 
confidence was restored in foreign centres. On the other 
hand, while such additional credit as was made available 
has helped towards the improvement in trade and prices 
which is now taking place, it was realized that it was 
pointless to create new credit in excess of current demand. 
The real key to our monetary policy during the past 
twelve months has been that we have been at pains to 
convince the industrial and commercial world that there 
will at no time be a shortage of credit, and that any 
fresh legitimate demands will be met; but at the same 
time, we have been careful not to create a redundancy 
of credit. 

It is this which explains such events of the past 
year as the reduction of {15-0 millions in the fiduciary 
note issue, which kept the increase in the Bank’s Reserve 
down to £26-6 millions, and the reduction of {£4°5 
millions in the securities held in the Banking Department, 
which helped to prevent Bankers’ Deposits rising by 
more than {18-5 millions, against a gold increase of 
nearly three times as much. The same restraint is 
apparent in the joint-stock bank balance-sheets them- 
selves. Cash held by the ten London clearing banks 
has only increased by £8-5 millions or 4-2 per cent., 
against the increase of {18-5 millions or 21-4 per cent. 
in bankers’ deposits which form part of the banks’ 
cash; while advances have fallen by {64-5 millions, or 
by 7:6 per cent., as a result of the shrinkage in the 
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legitimate demand for short-term accommodation. The 
joint-stock banks, however, showed a cash ratio of only 
10-6 per cent. for June 30th, 1933, against one of 11-3 per 
cent. the year before, so that their deposits have risen 
by £196-3 millions or 11 per cent. Little significance, 
however, should be attached to this increase, which indeed 
may be temporary and fortuitous. 

Coming now to the detailed figures of the leading 
British banks, the first table gives deposits ; cash, balances 
with other banks and cheques in course of collection ; 
and money at call and short notice : 























| 

Deposits, Cash and Money at Call and 

| etc. Balances. Short Notice. 

| 

1932. 1933. 1932. 1933. 1932. | 1933. 

| | 
fmn. | {mn. f{mn. £mn. {mn, {mn. 
Barclays .. ae 341°9 | 379°4 52°7 55:0 20°4 18-8 
Lloyds hes wis 330°6 373°6 40°8 50-0 22:6 17°7 
Midland .. os | gea°2 | ages 51°9 52°4 17°9 15:8 
National Provincial 262°5 | 291°9 30°1 39°6 15°6 I2°1I 
Westminster aa 270°5 304°7 39°0 42°2 23°4 17°6 
Coutts a ea 170 18-9 2°7 3°0 SO 2°t 
Glyn Mills .. in 31°7 35°7 5°8 7°3 5°2 6°8 
Martins “is ca 76*3 83:8 103 11+8 6-6 5°0 
District ue “oe 4 48°7 53°1 6-0 6°4 4°4 4°5 
Manchester and | 
County .. ac 1 | 6 OO || Reem 2°8 2°4 * ° 
Williams Deacon's | 29:0 | 31°3 4°2 5°4 4°3 4°6 
Yorkshire Penny 
Bank. .. ig 28:9 | 31°3 8+4 8-0 * * 











* Included in cash and balances. 


Here most of the banks have had a similar experience. 
Deposits and cash are both higher than a year ago, for 
reasons already discussed, but call and short money is 
lower. The explanation of the contraction in call money 
is that inside the London money market credit has 
become too plentiful, owing to the lack of other outlets 
for funds and more particularly because of the huge 
influx of foreign short money. The result is that discount 
rates are well below the clearing banks’ minimum rate 
of one per cent. for short loans, while the London offices 
of overseas banks have been freely offering short money 
at rates of } and even } percent. In these circumstances, 
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the discount market has shown an increasing disposition 
to pay off its fixtures with the clearing banks, and to 
borrow more from outside sources, and so it is not sur- 
prising that call and short loans show a decline on the 
year. The clearing banks’ only remedy would be to 
reduce their rate below one per cent., but the general 
decline in their income from other sources makes it 
difficult for them to do so. 

The next table gives in detail the chief earning assets 
of the joint-stock banks, and if it is fair to say that deposits 
and cash illustrate the year’s expansion of credit, this 
next table illustrates the present redundancy of credit. 


Investments 
(excluding those 
in other banks) 


Discounts Advances. 


1932 1933. 1932. 1933. 1932. | 1933. 
, | , 
4mn #/mn /mn. finn /mn. /mn. 
Barclays 41°2 61+! gi-% 99°* 167°8 156-6 
Lloyds 64°0 130 18°6 102-0 | 154°! | 139°3 
Mid!and F 60°7 75-0 72°5 114° | eaz7°s. | 298°3 
National Provincial 14°58 56-0 39°2 69°9 134°8 | 122°1 
Westminster 14°06 50°4 54°1 85°9 117°3 | I10°5 
Coutts oe I-6 I-o 4°3 7:o \ i 7°4 
Glyn Mills .. 0-6 0'5 9°4 II-4 11-7 | 10:8 
Martins 6-9 8+3 23°7 331 31°4 | 27°9 
District ia 3°4 6-2 18-8 21°8 19°4 | 17°5 
Manchester and 
County P 0*3 O°2 es 6°d5 10:0 S°Q 
Williams Deacon’s 1-6 1-9 7°6 9°6 12-9 It'5 
Yorkshire Penny 
Bank we re a dis 17°2 20°8 4°7 3°9 
As a result both a the expansion in the banks’ 
resources, as measured by their deposits, and of the 
contraction in advances, the banks have had to add 


greatly to their holdings of bills and investments, and 
the table shows very clearly the extent of these additions. 
If we take the figures for Lloyds Bank alone—this being 
the only bank of the “big five’’ which specifies its 
holdings of British Treasury bills and BritishGovernment 
securities—we find that last year its holdings under these 
heads amounted to {95-5 millions or to 28-4 per cent. 
of its deposits, whereas this year they amounted to 
£149°3 millions or to 40 per cent. of its deposits. There 
is no reason to suppose that the other banks have not 
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had the same onsite, and this means that to-day 
something like two-fifths of the banking resources of 
the nation are not being used for their normal purpose of 
financing the trade and industry of the country, but are 
being deviated to financing the Government. This is not 
the fault of either the Government or the banks. It is 
simply because the supply of bank credit exceeds the 
demand. Incidentally, it shows that if and when the 
present improvement in trade continues, there is ample 
banking credit in reserve. Last June the aggregate 
advances of the ten clearing banks amounted to {787-5 
millions, or to 39:6 per cent. of their deposits. If the 
ratio of 50 per cent. existing only a few years ago were 
restored, advances would be increased to practically 
fr,000 millions. There is thus over £200 millions of 
bank credit still available for trade and industry, so soon 
as it is required on terms and conditions satisfactory to 
both borrower and lender. 

Meanwhile, the shrinkage in advances, the reduction 
in the return on investments, and the fall in discount 
rates to $ per cent. and less, must all be making serious 
inroads into bank earnings, and although some reductions 
are being made in country deposit rates, net profits must 
be less than they were a year ago. On the other hand, 
the big appreciation in British Government securities 
which accompanied last year’s conversion operation 
must have added considerably to the banks’ internal 
reserves, and so has greatly strengthened their position. 
In these circumstances, all the banks have felt justified 
in declaring interim dividends at rates equal to the total 
dividend paid last year (see next page). 

It is, of course, quite impossible to forecast the final 
dividends for the current year, but there is at least 
a reasonable prospect of their being stabilized at last 
year’s level. Trade is now recovering, and bank advances 
are at last expanding. The recent level of discount 
rates has been so low as to be quite abnormal, and it is 
legitimate to look for an improvement to over one per cent. 
so soon as the trade revival begins to absorb surplus 
funds or the foreign money now in London begins to 
return home. The internal resources of the banks are 
now very strong, so that any moderate set-back in the 
gilt-edged market could be easily met, and it is known 


K 
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1931. 1932. 1933. 
| Total. | Interim. | Total. | Interim. 
| 

% per | % per 
% annum. | % annum. 
Barclays ““B” .. és 14 | 14 } 4 | 14 
Lloyds “A”’ 5A iad 13} 13} = 12 
Midland... “4 ‘a 16 | 16 16 | 16 
National Provincial ‘i 16 | 16 |} 435 15 
Westminster ({4) .. a3 i | 18 | 8 | 18 
Martins... ws es 14 | 14 | 14 | 14 
District ‘i gs - 165 | 16f | = =6168 | 16% 
Manchester and County .. 12} | 2h 6; = 62k | 12} 
Williams Deacon’s ““A”’ .. 124 | 24 | 12} | 12} 


| 





that the banks are unwilling to alter their dividend rates 
unless it is absolutely necessary to do so. 

The restoration of the higher rates of previous years 
cannot yet be expected, but there is at least some hope 
that the banks in common with the rest of the country 
are at last emerging from a difficult and trying period. 





Matters of Law 


(By our Legal Correspondent) 

N the early part of last month there was heard in the 
| King’s Bench Division a case of more than usual 

interest to bankers—Barclays Bank, Ltd. v. Trevanion. 
It raised a pure point of law. Did the common form of 
joint and several guarantee used by Barclays Bank 
enable the bank to release two of three guarantors 
without affecting their rights against the third? The 
case is not yet reported, but we have had an opportunity 
of perusing the shorthand notes of the trial and judg- 
ment. Stay of execution was granted and we understand 
an appeal is pending against Mr. Justice Swift’s decision, 
which was against the bank. As there must be many 
identical contracts outstanding it is obviously important 
that the bank should resist the conclusion that upon a 
proper construction their guarantee form is defective 
in the respect indicated by the question put above. It is 
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noteworthy that the guarantee form in question did not 
in set terms give the bank the power to release or modify 
the contract as regards one or more of the joint and 
several guarantors without affecting the liability of the 
other or others. Other guarantee common forms in use 
by the banks do contain such express provisions. But 
on behalf of Barclays Bank it was contended, unsuccess- 
fully, that there were terms in the document which, while 
not expressly setting out the contingency, were, if rightly 
construed, effectual to the same end. 

The facts so far as material are very short and were 
not in dispute. In fact no evidence was called and the 
case proceeded merely upon argument as to the construc- 
tion of the guarantee. In March 1930 three directors of 
Gladwell and Kell, Ltd., guaranteed the company’s 
account with the bank up to the limit of £10,000. The 
guarantors were Mr. Gladwell, Mr. Kell and the defendant 
in the action, Mr. Trevanion. The company got into 
difficulties and, ultimately, with the guaranteed account 
in debit to the sum of £3,607 15s. 1od., the bank pressed 
the guarantors. Arrangements were made for flotation 
of a new company, and in the course of proceedings the 
bank arranged with Mr. Gladwell and Mr. Kell to 
release them under the guarantee in consideration of the 
payment by each of them of £500 down or {£600 by instal- 
ments spread over three years. This they assented to. 
When afterwards Mr. Trevanion was offered the same 
terms of release he failed to come to a settlement with 
the bank. He was therefore sued for the full amount 
due under the guarantee less any payments made by 
his two co-guarantors. And at the trial the figure 
actually claimed by counsel for the bank was £1,269 5s. 5d. 
—one-third of the indebtedness. 

Several defences had been raised but the only one 
that was relied upon by the defendant was thus stated 
in his affidavit for leave to defend: “On or about 
December 2, 1932, the plaintiff bank compromised their 
claims against my co-sureties, Mr. Gladwell and Mr. Kell, 
under the said guarantee and in consideration of the 
payment of {600 each spread over three years released 
my co- sureties from their liability under the guarantee.” 
The answer of the bank was to admit the release but to 
contend that by the terms of their guarantee they were 
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able so to do without in any way affecting the liability 
of the remaining co-surety. The judge, Mr. Justice 
Rigby Swift, at once pointed out that the guarantee 
being joint as well as several, unless there are stipulations 
to the contrary the release of one co-guarantor releases 
all. This doctrine, of course, arises as an equity upon 
the peculiar position of co-suretyship. For in joint 
co-suretyship each has a right of contribution against 
other sureties. This is so elementary and well-recognized 
a risk that it is usually guarded against by an explicit 
provision empowering the bank to release, make com- 
promises with or modify the terms as regards one or more 
without affecting the obligation of the other or others. 
In the absence of such a specific clause counsel for 
Barclays Bank relied on several provisions of the printed 
form as follow : 

(1) The wantember (joint and several) was to be bind- 
ing “‘ notwithstanding any payments from time to time 
made to you or any settlement of account or disability 
affecting the undersigned or any one or more of them.” 

(2) ; You (i.e. the bank) are to be at liberty without 
affecting your rights hereunder at any time . . . to give 
up, modify, exchange or abstain from perfecting or 
taking advantage of or enforcing any securities or contracts 
and to discharge any party or parties thereto ‘ 

(3) ‘As a separate and independent stipulation we 
agree that any sum or sums of money which may not 
be recoverable from the undersigned on the footing of a 
guarantee, whether by reason of any legal limitation, 
disability or incapacity on or of the principal or any 
other fact or circumstance, and whether known to you 
or not shall, nevertheless, be recoverable from the 
undersigned as sole or principal debtors in _ respect 
thereof, and shall be repaid by the undersigned seven 
days after demand.”’ 

This third stipulation was strongly emphasized by 
the bank’s counsel, but the judge read it as applying to 
a recovery from all three of them, and the bank had put 
it out of its power to recover from two of them. His 
lordship gave but a short judgment. He said “ They 
(the bank) are suing under a joint and several guarantee, 
and I cannot find in the written contract any words 
which entitle them to release two of the guarantors and 
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to retain their rights against a third. In my view, when 
they released two, they altered the contract between 
themselves and the third guarantor in such a way as to 
prevent it being enforceable. They deprived him of his 
rights of contribution against his co-sureties, and I think 
that they then did something that released him from his 
bargain altogether.” 

As we have said the case is likely to be appealed and 
doubtless our readers will differ in their views as to the 
correctness of Mr. Justice Swift’s decision. 

Shortly after we went to press last month the 
Solicitors Bill to which we then alluded received the 
Royal Assent and became the Solicitors Act, 1933 
(23 & 24 Geo. 5, Ch. 24). We are now enabled, therefore, 
to give in full the provision that was inserted to protect 
bankers against any additional risks that otherwise 
might attend the compulsory establishment of “clients 
accounts.”’ The Act itself empowers the Council of the 
Law Society to make the necessary rules and to punish 
any solicitors who infringe them. The actual regulations 
as to account have to be looked for in the rules. and not 
in the Act itself. Although the Act does not come into 
force until January 1, 1934, the proposed rules, which 
are the gist of its operation, are promulgated and a brief 
statement of them so far as relevant will reveal the 
possibilities of new risks upon the bankers unless specially 
guarded against. 

By the proposed rules (save as otherwise agreed with 
a client) every solicitor who holds or afterwards receives 
money on account of a client shall forthwith pay such 
money into an account at a bank, to be opened and kept 
in the name of the solicitor and designated as a separate 
account (hereinafter referred to as “a client account ”’). 

No money shall be paid into a client account other 
than money held or received on account of a client, 
money belonging to the solicitor that a bank may require 
to be paid into the account for the purpose of opening 
and maintaining the account, or money replacing any 
money imprope rly or by mistake paid out of such account. 
But a cheque or draft received on account of a client and 
representing in part of a debt due to the solicitor and in 
part of a payment on account of the client, such draft 
or cheque shall be paid into “ the client account.” And 
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as to what are proper payments out of “‘ a client account ”’ 
the rules declare: “‘ No money shall be drawn from a 
client account other than (a) money properly required 
for payment to or on behalf of a client or for or towards 
payment of a debt due to the solicitor from a particular 
client or money drawn on the client’s written authority, 
but so that the money so drawn shall not in any case 
exceed the total of the money so held for the time being 
for such particular client ; (6) such money belonging to the 
solicitor and paid in at the bank’s request to open or 

maintain the account; (c) such money as is replacement 
of improper or mistaken or accidental payments in. 

As already indicated these rules do not apply to 
money authorized by the client to be withheld from 
‘the client account,’’ or to be paid into a separate 
account for that particular client, or money paid over 
in ordinary course of business without going through a 
banking account, or money paid direct to the client. 

Thus for the first time clients accounts become 
compulsory and bankers might conceivably be held to 
be in some way put upon inquiry or deemed to have 
knowledge which might endanger the safety either of 
receiving payments for or of honouring cheques upon these 
accounts. Hence in Section 8 of the Act we have what is 
called in the marginal note “ Relief to Banks.” Here 
is the section verbatim : 

(1) Subject to the provisions of this section no bank shall, 
connection with any transaction on any account of any por a 
kept with it or with any other bank (other than an account 
kept by a solicitor as trustee for a specified beneficiary) incur 
any liability or be under any obligation to make any inquiry 
or be deemed to have any knowledge of any right of any person 
to any money paid or credited to any such account which it 


would not incur or be under or be deemed to have in the case 
of an account kept by a person entitled absolutely to all the 
money paid or credited to it : 

Provided that nothing in this subsection shall relieve a bank 
from any liability or obligation under which it would be apart 
from this Act. 

(2) Notwithstanding anything in the preceding subsection 
a bank at which a solicitor keeps an account for clients’ moneys 
shall not, in respect of any liability of the solicitor to the bank, 
not being a liability in connection with that account, have or 
obtain any recourse or right, whether by way of set-off, counter- 
claim, charge or otherwise, against moneys standing to the 
credit of that account : 
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Provided that nothing in this subsection shall deprive a 
bank of any right existing at the time when the first rules under 
this Act came into operation. 


This section of relief is not clear of doubt and may give 
rise to some difficulty but at least its intention is obvious. 

The next matter we have to note is a case raising the 
question : does “‘ money ”’ in the strict legal sense include 
a deposit account at a bank? This was the interesting 
question Mr. Justice Farwell had to determine the other 
day. It was a case of construction of a will and we are 
familiar with the way in which Chancery lawyers some- 
times read a will quite differently from ordinary folk. 
In this instance, however, the judge gave a commonsense 
interpret ation of the word “money.” If a man leaves 
“all his money ’”’ he would be surprised to find that the 
expression did not cover all money “in his bank.” 
Strictly speaking, of course, he has no money “ in his 
bank.’’ He has lent his money and all that he has in 
return is the obligation of the banker to pay him money 
to the amount of his credit balance. Apparently, however, 
a credit balance on current account is regarded by the 
law as “money.” The doubt in the case before Mr. 
Justice Farwell was whether a deposit account balance 
was ‘“‘money.’’ One would have thought there could be 
no doubt about it, but the judge said the question was 
of considerable difficulty, and the authorities not easy 
to reconcile. But in 1855 there was a direct decision in 
the affirmative—Manning v. Purcell—by the Court of 
Appeal, although two distinguished judges expressed 
some doubt on the point. Again in a recent case in 1923 
both Warrington and Younger, L.JJ. (now both Law 
Lords), used language that appeared to suggest that if 
they had to decide the exact point they would have 
drawn a distinction between money on drawing account 
and money on deposit account. The judge, notwith- 
standing these doubts found in accordance with the older 
decision in 1855 that “‘ all my money ”’ includes balance 
standing on deposit account as well as that on the drawing 
account. The man in the street would have no doubt. 
By ‘all my money” he includes all that he has “in 
his bank,’ and for this purpose there is, in principle, no 
difference surely between one form of account and 
another. 
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Appointments and Ketirements 


Lloyds Bank 


Mr. C. L. J. Hill has recently retired from the manage- 
ment of a West Smithfield branch after 49 years’ 
banking service. Born in 1868, he was educated at 
King’s College, London. His first appointment was in 
1884 with Hill and Sons, West Smithfield. In April, 
1889, he was admitted as a partner to the firm, and 
when it was taken over by Lloyds Bank in 1911 he became 
manager. From 1900 to 1928 he was Treasurer of the 
London Meat Trades and Drovers Benevolent Association. 


National Bank 

Mr. Michael J. Cooke, Deputy-Chairman, whose 
photograph appears in this issue, has been elected 
Chairman of the bank in _ succession to the late 
Mr. J. B. Meers, C.B. 


American Banking 
By a Correspondent 


pre the last official Act of the special session 


of Congress was the passage of the Banking Act 

of 1933. On June 15 when the Bill was before 
President Roosevelt for approval the American Bankers’ 
Association, representing virtually the entire banking 
profession in this country, together with thousands of 
its individual members and the numerous State banking 
associations, telegraphed to the President expressing their 
determined opposition to the Bill and urging him to 
veto it. The American Bankers’ Association character- 
ized the measure in its eleventh hour appeal as “‘ unsound, 
unscientific, unjust and dangerous.’’ The following day 
the President signed the Bill. 

The banking community is thus confronted with a 
revolution in its codes and practices, imposed from 
outside against the strenuous protests of bankers, the 
full import of which can only be guessed at. Although 
the Bill has been under intensive study by bankers 
since its enactment, there is still wide disagreement 
as to the precise meaning of some of its provisions, and 
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new and disturbing implications in some of the more 
obscure passages are being uncovered almost daily. 

One thing is perfectly clear, however, namely that 
as a result of the guarantee of deposits provided for in 
the Act, a ‘“‘show-down ”’ which may involve the “ chloro- 
forming’ of thousands of small banks throughout the 
country is inevitable by July 1, 1934, when the guarantee 
provision becomes applicable in its permanent form. 
Under the guarantee feature of this Bill, deposits of 
member banks of the Federal Reserve System are to be 
insured by a fund created through a levy of } per cent. 
on member bank deposits. The guarantee goes into 
effect temporarily on January I next and will cover 
non-member banks for the first six months. After the 
middle of next year, however, institutions to be eligible 
must be members of the Federal Reserve. It appears 
inevitable that there will be popular discrimination 
against banks which do not enjoy the privileges of the 
fund, and it is equally certain that there are many banks 
in the country at the present time which are virtually 
insolvent and which could by no means pass the require- 
ments for membership of the Federal Reserve System. 
When it becomes clear to depositors in these banks 
that their institutions are unable to pass the test, runs 
are almost certain to develop which will necessitate 
wholesale closings. 

Apart from this critical situation facing banks left 
outside the fund, the heads of the large New York City 
banks see grave dangers as a result of the operation of 
the fund itself. As it appears to them, they are to be 
called upon to make contributions, without any set 
limit, in order to make good the losses of depositors in 
weaker banks. If there should arise at some future 
time a new epidemic of bank failures at all comparable 
to what has been experienced in the last few years, 
the big New York banks could, in theory at least, be 
drained of most of their capital funds in meeting succes- 
sive levies. Actually, it is obvious that any such situation 
would result in the suspension of the fund or in the 
assumption by the Government of the liability of keeping 
it going. 

Much less talk is being heard of the possibility of 
withdrawals from the Federal Reserve System by the 
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larger banks. This is not, however, because the banks 
are becoming any more reconciled to the prospects which 
they face but because, after talking the matter over, 
the leading bankers have agreed that any attempt on 
their part to withdraw from the Federal Reserve System 
would merely lead to action by Congress driving them 
back into the System on pain of being legislated out of 
existence. 

The first tangible effects of the new legislation have 
been a substantial movement of funds away from New 
York, resulting in a slightly firmer tone in the money 
market. This was due to the stoppage of interest 
payments on demand deposits as required by the new 
law. The week ended June 21, covering the first five 
days after the signing of the Bill, witnessed a fall of 
nearly $350,000,000 in the net de mand deposits of the 
principal New York banks. In the following week there 
was a further decline of nearly $100,000,000 and the 
movement has continued, although at a somewhat 
reduced rate. Slightly more than half of the deposits 
lost by the large New York City banks were taken out 
by out-of-town banks. It has been the practice for 
many years for banks in other sections of the country 
to maintain balances on deposit with New York City 
correspondents, as a portion of their reserves. Since 
the creation of the Federal Reserve System it has not 
been so important for out-of-town banks to hold New 
York funds as it formerly was, since the system of tele- 
graphic transfers mi \intained by the Federal Reserve makes 
it possible to ship funds, almost instantaneously, from 
one centre to another, but the out-of-town banks have 
nevertheless continued the practice. However, once 
they were deprived of all interest on their New York 
City deposits, it occurred to many of them that a better 
use could be made of their funds. The remaining 
withdrawals were principally for the account of large 
corporations who were content to have substantial idle 
funds in the banks so long as they received some interest 
upon the money, but who felt that with interest abolished 
some other employment should be found for the money. 

A part of these deposits withdrawn from demand 
accounts was placed as time deposits with the same banks. 
Under the new Banking Act interest on time deposits 
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has not been abolished but has been left to the regulation 
of the Federal Reserve Board. A considerably larger 
part of the funds involved have been invested in short- 
terni government securities and bankers’ acceptances. 
The recall of funds from New York City was slow in 
making itself felt in the money market, but by the first 
week in July the movement, combined with the usual 
seasonal advance in money in circulation, had created 
a shortage of reserves among the principal New York 
City banks, and had led to slightly higher money rates. 

In spite of this recent loss of funds, the New York 
banks, in their June 30 statements of condition, showed 
a very substantial gain in deposits for the previous quarter. 
A sample computation of the returns of the first eight 
large Clearing House banks to report showed an aggregate 
gain of more than 12 per cent. since March, leaving the 
figures about 7} per cent. above those of a year ago. 
These gains represent almost entirely the reconversion 
into bank deposits of funds that had been hoarded 
in the form of currency. Comparatively little of the 
rise in deposits has been due to an expansion of credit. 
The statements cast a revealing light upon the frame of 
mind of the bankers. In the face of the general recovery 
of business and the restoration of public confidence, 
the bankers have continued their struggle for liquidity. 
The funds returned to them out of hoarding have been 
placed almost entirely in the form of cash on hand or 
due from the Federal Reserve and other banks and in 
United States Government securities. In general, the 
banks have utilized the rise in prices to reduce their 
loans on securities. 

Out of the obscurity which has veiled the United 
States Government’s policy at the World Economic 
Conference there has emerged a slightly clearer under- 
standing of the government’s domestic policy. The 
period since the closing of Congress in the second week 
in June has been devoted to the setting up of machinery 
for the control of industry, the regulation of banking 
and the security business and the raising of prices, 
particularly prices of agricultural commodities, in accord- 
ance with the complicated legislation enacted by Congress 
at the President’s behest. This machinery has scarcely 
begun to function, but there has been some formulation 
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of regulations by the administrative bodies created to 
put the “‘new deal” into effect. Pressure has been 
brought to bear upon the various branches of industry 
and trade to secure a rapid formulation of codes, and the 
leaders of industry and the public at large have been 
plainly advised by administration officials that they 
must accept the new system with good grace as a means 
of staving off Communism. 

The paramount objective of the Administration is 
obviously the raising of prices. With this end in view, 
President Roosevelt and his advisers appear to have set 
themselves firmly against any form of stabilization of 
the dollar in foreign exchange. It appears certain that 
ultimately the gold content of the dollar is to be reduced, 
but any definite step in this direction is apparently a 
long way off. Up to early July the Administration 
continued to meet with no critical opposition. The 
striking recovery in business and the boom in stock and 
commodity prices lined up the public behind the 
President in blind enthusiasm, while the financial com- 
munity, apart from the ineffective protest of the bankers 
against the Glass-Steagall Bill, was inarticulate. Even in 
their private discussions the most important bankers 
appear unable to formulate a well-considered criticism of 
the Administration’s economic policies. They are 
disturbe d, sceptical, and, with respect to some individual 
measures, hostile and resentful, but their judgments are 
vague and do not embrace the entire programme. This is 
probably due in large measure to the fact that none of 
them has any first-hand information on the President’s 
policies. 

The examination by the Senate Investigating Com- 
mittee of the affairs of J. P. Morgan & Co., and Kuhn 
Loeb appears to have had the desired effect of keeping 
the ‘‘ international bankers’”’ on the defensive. It dis- 
closed little that Wall Street was not fully cognizant of, 
but helped undoubtedly to augment popular approval 
of the new banking legislation and may possibly lead 
later on to income tax reform. Almost the only dis- 
closure in the Morgan investigation at all shocking to 
Wall Street’s sensibilities was the information that the 
list of individuals, who received favours from the firm 
in connection with offerings of securities at less than 
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market prices, included virtually the entire Board of 
Directors of the Federal Reserve Bank of New York 
as it was constituted in 1929. 

The Federal Reserve System has continued its open 
market operations for expansion of credit but since the 
closing of Congress purchases of government securities 
have been made at a somewhat reduced rate, averaging 
about $20,000,000 a week. The expansion of member 
bank credit has proceeded slowly. In the three weeks 
ended June 21, there was a rise of $379,000,000 in the total 
loans and investments of reporting member banks of the 
Federal Reserve in ninety leading cities of the country 
but the following week witnessed the loss of $140,000,000 
of this gain. 


French Banking 


By a Correspondent 


N spite of the failure of the World Economic Conference, 
I and the frustration of the hopes for an early 

stabilization of the fluctuating currencies, the French 
money market showed no fresh signs of tension in June. 
On the whole, yar in rates were insignificant, and, 
if anything, indicated an easier tendency owing partly 
to a fresh inflow of cz sit m mainly of American origin. 
While day-to-day money rem 1ined uncmamEOn, ‘the 
market rate of f discount. slightly declined by + to 12 per 
cent.—a reduction of 7% per cent. since April. During 
the same period, the rate of loans on Bons de la Défense 
for one month declined from 2,'; to 142 per cent. since 
April, which is rather significant. Taking advantage of 
the monetary ease, the Minister of Finance reduced, 
as from June 27, the interest rate on Treasury bills from 


27) d 
1g to 13 per cent. for one month, from 2} to 2 per ome. 
for 1 to 2 months, leaving the rate unchanged at 2} per 


cent. for 2 to 3 months and at 23 per cent. for 3 ; months 
to one year. 

The rates of interest on loans on securities were 
affected, especially at the end of June, by Bourse specula- 
tion. The upward movement, which was confined in 
May to a tew internationals—such as Royal Dutch and 
Suez Cans ui—spread over most leading securities of the 
Parquet and the Coulisse. There was substantial buying 
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End of Endof End of 
April, May, June, 


1933 1933 1933 
* ja yi 
Market rate of discount 245 1 1? 
Day to day money .. 1. 1} 1} 
Loans on Bons de la Défense » Nationale :-— 
Market rate for I month .. es -. 24 2% 18 
Market rate for 3 months ws -- Qf 23 2} 
Rates of loans on securities :— 
On the Parquet .. “ai oi oF ; 1} I 
On the Coulisse .. gi a ‘i a 44 43 


on foreign account, and the buying on French account 
was due to a tear of a depreciation of the currency, 
which prevailed in spite of the assurances given by the 
monetary authorities. On the other hand, fixed interest- 
bearing securities suffered a setback, moderated by the 
support from the Caisse des Dépédts. There has, 
however, been a recovery in this section since July 8, 
when the Paris meeting of the central banks of gold 
standard countries declared their faith in the existing 
monetary system, indicating their determination not to 
allow themselves to be carried away by the movement 
towards devaluation. Possessing 42 per cent. of the 
world’s gold reserve, the heads of these central banks 
declared “th at they will take every measure, individual 
or collective, to defend their currencies at their present 
parities. This meeting had a certain psychological 
reassuring effect, as is shown by the exchange rates and 
stock prices. 

The question was nevertheless raised every now and 
then whether the gold countries will be able to resist 
the wave of depreciation, deliberate or otherwise. The 
unofficial gold market continued to be organized in Paris, 
where it is now possible to transact amounts of 50, 100, 
and even 200 millions of francs outside the Bank of France. 
In fact, the banks are sellers of gold at the end of the 
month to improve their cash position. The amount 
of gold that circulates freely in the market and between 
the leading banks is estimated at 3} milliard francs. 
As for the “cold definitely hoarded, it may be estimated 
at some 7 milliards. Of this total of about ro milliards 
(nearly £120 millions at the present rate of exchange), 
about one-third is in coins and two-thirds in bullion. 
It is worth noting that, while the Economic Conference 
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has condemned the return to the old gold standard with 
gold in circulation, the practice seems to have been 
revived by banks in France and elsewhere. 

There is no technical reason for fearing a depreciation 
of the franc, apart from the situation of public finance 
about which more will be said later. The gold reserve 
has remained large, and has even increased by some 
300 millions since the end of May, attaining 81,249 
millions of francs ({955 millions at the present rate of 
exchange). The percentage of the note cover to sight 
liabilities remains practically stable at about 78 per 
cent., in spite of the increase of the note issue by over 
2 milliards during the last week of June. Big half-yearly 
disbursements explained this increase and the corre- 
sponding decline of private accounts from 18,766 millions 
on June 23 to 17,138 millions on June 30. The fact that 
this item was 25 milliards a year ago gives an idea of 
the extent of hoarding. This was, also, responsible for a 
decline of rediscounts below 3 milliards, indicating that 
the banks were reluctant to invest their funds. 

Endof Endof End of 


April, May, June, 
1933 1933 1933 
ASSETS. (Millions of francs) 
Gold reserve , a4 .. 80,866 80,951 81,242 
Foreign exchange reserve ‘(total) ve 3,594 3,645 3,758 
Sight .. 5 es Ss - 2,441 2,408 2,584 
SMe ks ‘s - ‘i “i 1,553 1,177 1,174 
Discounts (total) fin se ais 4,058 3,691 2,847 
Bills on France és ‘a 3,806 3,638 2,617 
Bills on foreign countries... - 252 53 230 
Advances on bullion... ae “in 1,253 1,277 1,282 
Advances on securities .. : ~ 2,649 2,675 2,765 
Bonds on the Caisse Autonome os 6,595 6,582 6,488 
LIABILITIES. 
Note circulation .. - 84,992 83,267 84,707 
Current and deposit accounts (total) . 19,521 20,658 19,713 
Of which— 
Treasury “a - i wa 311 284 337 
Caisse Autonome - ‘“ ‘i 2,029 1,981 2,000 
Private accounts ‘a “0 .. 16,936 18,203 17,138 
Sundry os as “ 245 1g0 237 
Total of sight liabilities 5 sia .. 104,513 103,925 104,421 
Percentage of gold cover i -» 77°37% 77°89% 77°80% 


By reducing, on June 27, the interest rates on 
Treasury bills, the Finance Minister wanted to display 
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the strong position of the Treasury in face of early 
maturities. He also wanted to restrict the issue of bills 
for very short terms. He thereby prepared the ground 
for the issue of the 10-year Treasury Bonds which were 
floated on July 4, bearing interest at 4} per cent., the 
subscription to which is proceeding satisfactorily. The 
yield of the Treasury Bonds will be about 5} per cent., 
or slightly higher than that of the first tranche of 5 
milliards issued in May last. In theory, the amount to be 
issued is 2 milliard francs, but, judging by the result of 
the first tranche—closed after obtaining 5 milliards 
instead of the 3 milliards announced—it is possible that 
the Treasury might take advantage of the favourable 
attitude of the public in order to cover its requirements 
until the autumn. 

The new credit operation is doubtless connected with 
the repayment of part of the credit granted by British 
banks at the end of April. M. Daladier announced in a 
recent speech that half of that credit would be repaid at 
the end of July. His decision somewhat surprised 
financial circles which expected that the Treasury would 
continue to use the credit and even to ask for its renewal 
in November. Doubtless, the situation has improved 
regarding the taxation receipts, with the suddenness 
that characterizes the French economic system, but the 
improvement was not sufficient to warrant in itself the 
premature repayment of the sterling credits. On the 
eve of the issue of the Treasury Bonds it was necessary, 
however, to impress French public opinion. Hence the 
speeches of M. Daladier and of M. Lamoureux, the Minister 
of Budget. The latter stated that the Treasury’s position 
is becoming more liquid, and that it is in a position to 
meet all maturities during the coming months. He did 
not disguise the fact, however, that the budgetary 
deficit for 1934 will be 3-6 milliards larger than that of 
1933, and that the taxpayer would be called upon to 
make heavy sacrifices. ‘‘ More than ever, on the eve of 
the failure of the London Conference, it will be indispens- 
able to place our finances on a sound basis if we want to 
maintain the stability of the franc.’’ As, however, the 
budget has been improved within less than a year by 
11 milliards, of which 6} milliards has been obtained 
through economies, it will be difficult to obtain fresh 
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sacrifices, especially in the form of new taxes. For this 
reason, M. Daladier sought to obtain full powers, but had 
to realize that this could not be attained. 

The failure of the London Conference did not surprise 
French public opinion, still less financial circles, which 
were sceptical from the very outset about the usefulness 
of such a gathering. According to unanimous opinion, 
the Conference opened at a particularly inopportune 
moment. It began, in fact, in less than two months after 
the suspension of the gold standard in the United States. 
It was difficult to imagine that the American Government 
would be prepared to stabilize the exchange a few weeks 
after suspending the gold standard. Its attitude could 
not have been understood by American public opinion 
which expected currency depreciation to cure most of 
its troubles. As the Conference was not held before the 
American currency crisis, it ought to have been post- 
poned until that crisis had attained a more advanced 
stage. Towards the middle of June the United States, 
which for three years has suffered through falling prices, 
experienced a reversal of the tendency. The Government 
could not assume responsibility for checking the move- 
ment by a premature stabilization of the dollar. From 
a technical point of view it was in a position to stabilize, 
but from a political point of view it was unable to do so. 
It had to yield to a public opinion which suffered too much 
through deflation to accept a stabilization which would 
have checked the rise of prices and the revival of trade. 

From the very beginning, pronounced differences of 
opinion between the delegations became evident. France 
supported the maintenance of the gold standard, rejecting 
the policy of currency manipulation. While approving, 
on principle, a rise in prices, she emphasized that it should 
not be attained by monetary means. It has to be the 
consequence of a restoration of confidence, particularly 
through the restoration of monetary stability. The 
emphasis with which the French delegates defended this 
principle caused some surprise in international quarters. 
It was not expected that the French Government would 
be so hostile to the idea of inflation. After all, a policy 
of raising prices would facilitate the solution of the 
French budgetary problem. 

The attachment of France to the gold standard is 
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explained by the painful memories left by the 1924-1926 
period, when the franc was depreciating rapidly and 
prices were rising fast. This rise ruined the rentier 
class, which is in France a particularly important part 
of the population. Moreover, the rise of wages and 
salaries remained all along much inferior to the rise of 
prices, so that the middle class and working classes also 
suffered through the depreciation of the currency. In 
Paris, as in the provinces, the public is against the revival 
of this tragic period. Having returned to a sound 
monetary basis, the nation means to maintain it, and 
does not want any new monetary experiments. 

The French Government has to reckon with this 
state of mind. It has to borrow in order to meet the 
requirements of the Treasury, and it would not be able 
to raise any funds if there were any doubts about the 
future of the franc. As it is, the repeated official state- 
ments of monetary policy have been unable to reassure 
completely the capitalists. Apart from this consideration, 
it ought to be remembered that there exists in France 
a considerable amount of hoarded capital. At the first 
signs of inflation this capital would seek safety by 
acquiring goods, so as to escape the consequences of the 
depreciation. The result would be a violent rise of 
prices which would upset the monetary equilibrium of 
the country. 

For this reason the Government is not likely to 
change its attitude. It has to remain very strict in matters 
of monetary policy. It cannot agree to any measure 
which implies, however indirectly, a return to inflation. 
This is the reason why it took in London a firm stand in 
regarding stabilization as the starting point for any 
policy aiming at economic reconstruction. The failure 
of the London Conference is hardly calculated to further 
economic recovery, and, on the contrary, is likely to 
accentuate the economic isolation of various nations. 
As far as France is concerned, the failure of the Conference 
will undoubtedly encourage economic nationalism, and 
will lead to increased barriers against imports. It 1s 
feared in Paris that the creation of the gold bloc will 
lead to the establishment of an Anglo-American group 
which would attempt to adjust the Ottawa Agreement to 
the American inflationist tendencies. 
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It is to be hoped that this new outburst of nationalism 
will not last long, and that in the autumn the problems 
of economic reconstruction can be examined with a 
better chance of success. By that time the American 
experiment may have reached a sufficiently advanced 
stage. Great Britain, which is at present in an awkward 
position—torn between the conflicting interests of her 
Dominions, the banking community, and the exporting 
nations—may by then have opted for the solution which 
is in accordance with the prestige of the London market. 
Perhaps President Roosevelt will have realized by then 
that a policy of systematic depreciation and monetary 

manipulation does not pay in the long run. Then he 
may be prepared to approach the sound conception of 
the gold standard. 


German Banking 
(by a Correspondent) 
Se Reichsbank return for June 30 yong a gold 


and foreign exchange reserve of RM. 274 millions. 
For the first time the return gives correct in- 
formation regarding the note cover. In March and in 
April the Reichsbank repaid the balance of the $100 
millions of central bank credit, and in June it repaid the 
balance of the Gold Discount Bank credit of $50 millions. 
Both short-term credits served for window-dressing, 
and showed an unreal reserve ratio. On June 30 the 
Reichsbank became free of all foreign liabilities. Its 
ratio of reserve to notes was at 7-8 per cent., which is 
regarded by Dr. Schacht as the lowest possible figure 
with which Germany can carry on. A _ considerable 
increase is an urgent necessity, but Germany renounced 
this necessity in favour of satisfying as far as possible 
the demands of her foreign creditors. On the basis of 
the new Transfer system Germany will not be able, 
according to the calculations of the Reichsbank, to 
raise materially her gold reserve during the next few 
months, but a further decline may be av verted. 
As is well known, from July 1 onwards the interest 
on the Standstill credits and the Dawes and Young loans 
will be transferred in full, but only half of the interest 
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of the other external loans will be transferred. Apart 
from the small sinking fund of the Dawes Loan, no repay- 
ments of capital will be transferred. According to the 
calculations of the Reichsbank, these transfers will 
require about RM. 300 millions during the second half 
of 1933, while the yield of German investments abroad, 
and the foreign business of German shipping and insurance 
companies, is estimated at RM. 200 millions for the same 
period. All that is wanted in order to cover transfer 
requirements is an export surplus of RM. roo millions 
during the next six months, which can be expected with 
certainty. While Germany exported gold for over 
RM. 600 millions during the first half of the year, she 
will not export any during the next six months. 

The transfer moratorium is the preliminary condition 
under which it is possible to maintain the stability of 
the reichsmark. It is the repeatedly declared policy 
of the Government and of the Reichsbank to maintain 
the stability of the reichsmark, independently of de- 
velopments in international exchanges. In spite of this, 
Germany did not participate in the negotiations between 
the countries of the European “ gold bloc.” This is 
due not merely to the fact that Germany is only nomi- 
nally on the gold standard (it is maintained with the 
aid of exchange restrictions and transfer moratorium), 
but also to the tendency of Germany’s economic policy 
which regards with sympathy the credit expansion in 
the United States. Germany is also prepared to make 
big sacrifices in order to reduce unemployment. During 
the 12 months ended July, 1933, over RM. 1,000 millions 
were spent on public works, and a similar amount has 
been earmarked for the next few months. At the same 
time, political pressure will be brought to bear upon 
private economic interests to expedite their capital 
expenditure. The difference between the American and 
German policies is that the Reichsbank hopes to attain 
the same end without inflation and currency depreciation. 
Germany is at a disadvantage inasmuch as she has no 

capital market with any material absorbing capacity. 
Long-term issues are impossible. All public works will 
be financed with short-term bills which are to be re- 
peatedly prolonged. These bills will be placed in the 
Berlin Money market; the commercial banks are able, 
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owing to the decline of their loans to customers, to take 
up an increasingly large amount of these bills, especially 
as they are eligible for rediscount. Up to now only a 
small amount of such bills have been rediscounted with 
the Reichsbank. The total amount of the Reichsbank’s 
rediscounts was RM. 3,212 millions on June 30, 1933, 
against RM. 2,806 millions on December 31, 1932, and 
RM. 3,100 millions on June 30, 1932. The rise since 
December is due to public works, but so far it has been 
moderate. The Reichsbank holds the view that it is in a 
position to take up bills for several hundreds of millions 
without endangering the stability of the reichsmark. 
This view is supported by the fact that during the past 
six months the monetary circulation did not increase. 
It amounted to RM. 5,521 millions on June 30 against 
RM. 5,657 millions on December 31. 

The monthly returns of the commercial banks con- 
tinue to show business inactivity. The reduction of the 
balance-sheet totals was due mainly to the depreciation 
of the dollar. The five big Berlin banks alone have 
dollar liabilities of about $250 millions. The reichsmark 
equivalent of this amount has declined considerably 
through the depreciation of the dollar. It is not, however, 
the banks themselves who benefit by the depreciation 
of the dollar, but their customers. In order to avoid 
exchange risk, it has been for years the practice in 
Germany that the banks which have borrowed abroad 
should re-lend the amounts in terms of foreign currencies. 
The decline of the dollar means a loss to the German 
banks, inasmuch as it reduces their turnover and the 
amount of their interest earnings. 

The German banks do not publish half-yearly balance- 
sheets, so that nothing is known officially about their 
earnings during the first half of 1933. It appears from 
private advices, however, that profits once more exceeded 
expenses by a few millions, and the banks would be able 
to show very small net profits were it not for losses 
through the failure of customers. Owing to these and 
the danger of further losses, the banks have had to 
accumulate contingency reserves. For this reason, the 
political pressure for a reduction of interest rates meets 
with opposition. The public savings banks have, how- 
ever, lowered their interest rates on loans, which makes it 
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probable that the demands for a reduction by commercial 
banks will be renewed. 

The fundamental problems of German banks will be 
a subject of discussion next autumn. The Reichsbank 
announced that, jointly with the Government, it will 
hold an enquiry into bank reform. Preliminary work 
has already begun, and several experts have been asked 
to draw up reports. In the autumn the problems will 
be discussed at public sessions. Before all, the question 
of the relations of banks to the State will be examined. 
As is known, the Reichsbank and the Government 
participate in the share capital of most banks with 
substantial amounts. This raises the following ques- 
tions :-— 

(x) Should the present situation whereby the Reich 
participates in the share capital of the banks, but has 
barely any control over them, be maintained ? 

(2) Should the capital of the banks be restored to 
private hands and, if so, by what means? 

(3) Should the Government assume control and, if 
so, in what form ? 

A further problem to be discussed concerns the 
branch system. In the provinces, especially in Rhine- 
land and Bavaria, the control of a network of branches 
of the “ big three ’”’ is criticised. A movement is on foot 
to establish local banks by detaching the branches of the 
Berlin banks in the districts concerned. The main 
obstacle to this plan is that, amidst prevailing circum- 
stances, there is hardly any capital available to meet 
the requirements of the proposed district banks. 





International Banking Review 
ITALY 
HE second tranche of the 43 per cent. Consortium 
for Public Works loan, amounting to 600 million 
lire, was heavily oversubscribed. The first tranche 
of 520 millions, which was issued in June, was equally 
successful. The loan is issued at gi per cent., and is 
redeemable in twenty years. Its object is the financing of 
railway electrification work. The greater part of the loan 
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was taken up by the public, which is significant, as 
hitherto all transactions of financial reconstruction or 
financing public works have been confined to the 
Government and the banks, while the public kept aloof. 
It is believed that the success of the loan may be 
followed by a reduction of the Bank rate which, at 
4 per cent., is at the lowest point since the unification of 
Italy. It is also considered possible that the Government 
may soon begin to prepare the ground for a conversion 
operation. 

It will be remembered that before the United States 
left the gold standard, the lira was constantly at a discount 
in relation to the dollar. After the collapse of the dollar, 
the lira was pegged to the French franc, at a discount 
that was sufficient to discourage bear speculation. At 
the beginning of July, however, this discount disappeared, 
and, for the first time since the stabilization of both 
currencies, the lira went to a premium in relation to the 
franc. In fact, it even passed gold import point, but 
in spite of this, no gold was withdrawn from the Bank 
of France for Italy, as the Italian authorities, desirous 
of causing no inconvenience to the Bank of France, 
discouraged gold arbitrage. 


HOLLAND 


The Dutch guilder became once more the subject of a 
strong bear attack towards the end of June. The origin 
of the run on the guilder was the withdrawal of German 
deposits, for fear of reprisals by Holland on account of 
the transfer moratorium on the German loans held in 
Holland. The movement was accentuated by speculative 
selling, though the tactics of the Dutch banks in refusing 
to buy forward guilders unless it was proved that the 
transaction was of a genuine commercial character, tended 
to discourage speculation. The Netherlands Bank raised 
its rediscount rate from 3% to 4} per cent., and the 
authorities missed no opportunity of declaring their 
determination to remain on a gold basis. Although 
Holland lost a fair amount of gold, the persistence of 
her defence of the guilder eventually restored confidence, 
and by the beginning of July the guilder was at a premium 
against the franc, while the rediscount rate was reduced 
to 4 per cent. 
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AUSTRIA 

Notwithstanding the assurances received by Herr 
Dollfuss, the Austrian Chancellor, on the occasion of his 
visit to London and Paris, there is further delay in the 
issue of the Austrian external loan. The opposition of 
the French Socialists to the issue of the French tranche 
is the main obstacle to the issue which it is now hoped will 
take place in August. 

The removal of exchange restrictions in Austria 
brought about an influx of funds instead of, as was feared 
in many quarters, a flight of capital. As a result, the 
exchange situation has improved sufficiently to enable the 
Austrian National Bank to acquire in the open market 
at the end of June the amount of foreign exchanges 
required for the service of the debt. The policy of 
Dr. Kienboeck, President of the National Bank, is that 
it is better to lower the exchange value of a currency 
rather than have recourse to the system of blocked 
accounts dealt in at a huge discount. 


ESTONIA 

Estonia ts the latest country to decide to suspend 
the gold standard. Ever since September, 1931, it has 
only been through great efforts and at a price of heavy 
sacrifices that she has been able to maintain the official 
rate of the currency at par. The exchange restrictions 
introduced to that end resulted in a disparity between 
the official and unofficial rates. Estonia’s position was 
all the more difficult, as the Scandinavian countries and 
Finland had abandoned the gold standard, and her 
export products had to compete with those of countries 
with a depreciated exchange. To put an end to this 
state of affairs, the Government decided to link the 
exchange with the Swedish krone. As a result, the 
dual quotation of official and unofficial exchange rates 
has ceased. 

POLAND 

Poland is among the few countries which have 
succeeded, in spite of the crisis, in obtaining a substantial 
credit abroad. The operation was connected with the 
supply of material, but by far the greater part of the 
amount involved was granted in cash. The transaction 
in question was concluded with the English Electric 
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Co., Ltd., and the Metropolitan-Vickers Electrical Co., 
Ltd., and the amount involved is 60,000,000 zlotys 
(about {2,000,000 at the present rate of exchange). The 
agreement concerns the electrification of the Warsaw 
junction of the Polish State Railways. The work will 
be completed in four years under the supervision of the 
two British companies, which will also supply part of the 
equipments. The terms of the cash part of the transaction 
are understood to be very advantageous to Poland. 


BRAZIL 

The arrangement for the release of frozen foreign 
balances, foreshadowed in THE BANKER last month, has 
now been definitely concluded. It provides for the 
transfer of a small sum at the official rate within go days, 
while larger amounts are to be transferred in the course of 
the next six years at a rate 5 per cent. less favourable 
than the official rate. In the meantime creditors will 
receive interest at the rate of 4 per cent. per annum, 
and the creditors adhering to the agreement will enjoy 
preference over current exchange requirements in the 
allotment of exchange by the Banco do Brasil. The 
agreement covers both British and American creditors. 


Banking Reviews 
English Reviews. 

T the present time the correct use of economic 
A terms in writing and discussion is of the greatest 
importance, and for this reason all our readers 

who are interested in currency questions should make a 
point of studying the article on ‘‘ Depreciation and 
Devaluation,’ which appears in the June—July issue of 
the MIDLAND BANK review. The writer describes a 
‘ depreciated ”’ currency, as “ a currency which has fallen 
in value, without any very clear definition of the standard 
by which that value is to be judged ”’ ; and a “ devalued ” 
currency, as “‘ one whose gold content has been reduced 
by statutory authority.”” He points out that the depre- 
ciation of a currency may be internal—i.e. it may 
depreciate in terms of what it will buy in its own country ; 
or external—i.e. it may depreciate in terms of another 
country’s currency. The two forms of depreciation 
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must always tend towards correspondence, but actually 
they seldom attain it. We regret that limitations of 
space prohibit us from discussing this able article at 
greater length. 

The same Review contains an interesting analysis 
of ‘‘ The American Balance of Payments,” the statistics 
quoted having been summarized from the official estimates 
which were published recently. The figures set out for 
1932 give unmistakable confirmation of the generally 
accepted view that there was nothing in the position of 
America relative to that of foreign countries, which 
necessitated her departure from the gold standard. 
America left the gold standard partly on account of the 
action of her citizens in distrusting the national currency 
and partly on account of a deliberate Governmental 
policy of inflation. Thus, the writer concludes, the fall 
in commodity prices was primarily responsible for the 
departure of both England and America from the gold 
standard ; though the attendant circumstances were very 
different, England’s departure being forced, while 
Ame Tica's was largely deliberate. 

3ARCLAYS BANK review for July also refers to “‘ The 
Balance of International Payments of the United States 
in 1932.’ The writer points out that, for the second year 
in succession, there was a net inflow into the U nited States 
of capital long-term funds from abroad. “‘ As gold and 
currency movements were only equivalent to a net 
import of $91 millions, the greater part of the adjustment 
- the position had to be effected by a reduction of 

71 millions in the short term capital balances held in 
= United States on foreign account and it is believed that 
these have now been reduced to virtually a working 
minimum.” Hence, we may assume that, in the absence 
of a resumption of long-term foreign lending or of heavy 
gold imports, there must be a further contraction this 
vear in the favourable balance on current account. 
Further reference to the matter may be found in an 
article in the same Review entitled ‘“‘ The War Debts.” 

A cautiously optimistic survey of “ Britain, 1931 
1933,” may be found in the June issue of the WESTMINSTER 
BANK review. It is pointed out that British prosperity 
must, in the long run, depend upon the state of trade in 
the world as a whole; but that the protection afforded to 
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our industries by depreciated sterling and tariffs, together 
with the restoration of the national financial credit on 
sound lines, has done much to assist our internal trading 
position. The writer considers that the most satisfactory 
feature of the improvement in employment in Britain has 
been that nearly all trades have contributed and that 
the most marked recoveries have been seen in some of the 
most depressed sections. But he is not too optimistic 
for the future, as he does not believe that any considerable 
advance can now be made unless there is a considerable 
expansion of our overseas trade. Hence, he suggests 
that we must use our present relatively good position 
to help the recovery of world trade—and thereby help 
ourselves. To this end we must work for an extensive low 
tariff system throughout the world and use our strength 
to “‘support and strengthen our customers, upon the 
restoration of whose purchasing power our own industries 
depend.”’ 

Mr. Francis W. Hirst, in an article entitled ‘‘ The 
Budget, Taxation and Trade,”’ which appears in LLoyps 
BANK review for July, insists once again on the imperative 
necessity for retrenchment in public expenditure, and 
condemns the present National Government for not having 
fulfilled its election pledges of a policy of economy. He 
suggests that, apart from debt conversion, the present 
Chancellor has effected no real savings since he went to 
the Exchequer, and that the present scale of national 
expenditure is more than the country can afford. He 
concludes that ‘‘ The present duty of our Government 
surely is to follow the course adopted ten years ago 
(when the Geddes Report was adopted) and to make 
reductions of expenditure on such a scale that substantial 
reductions of taxation can be effected and a substantial 
sinking fund restored. This must be done by the Treasury 
with the authority of the Cabinet. The only alternative 
is a monetary policy which would raise prices to the 
level, say, of 1925, without raising the estimates.’’ While 
agreeing with Mr. Hirst concerning the need for economy 
and a reduction in the burden of taxation, we feel that a 
rise of prices—if it could be achieved by sound monetary 
policy—would avoid much friction and hardship in the 
Public Services which would inevitably arise from any 
drastic reduction of expenditure. There can, however, 
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be little doubt that there has been much unnecessary and 
useless multiplication of offices in both municipal and 
central government departments, and the future aim 
should certainly be a reduction, rather than an increase, 
in the number of officials employed by the State and by 
the Local Authorities. 


Foreign Reviews. 

The Quarterly Report of the SKANDINAVISKA KREDIT- 
AKTIEBOLAGET contains an excellent article from the pen 
of Professor Gustav Cassel on ‘“‘Sweden’s Monetary 
Policy.”” When Sweden left the gold standard the authori- 
ties instructed the Riksbank to aim at setting up a 
moderate rise in the level of wholesale prices. This 
programme, however, proved to be impossible and the 
official index number fell from 110 in September, 1932, to 
105 in April, 1933. The Government therefore appointed 
a monetary council this Spring to investigate the entire 
problem, and Professor Cassel’s article is concerned with 
the conclusions reached by this council. Briefly, the chief 
proposal of the council is that, in the event of the failure 
of the Economic Conference to secure an international 
agreement for raising the price level, the Swedish State 
should finance the relief of unemployment by the issue 
of treasury bills, which could be taken up by the commer- 
cial banks—the Riksbank being prepared to rediscount 
them. Thus, deposits would be put into circulation and, 
it is hoped, a rise of the price level be brought about. 
This policy has now been approved by the Riksdag and 
it remains to be seen how far it will be successful. 

As the outcome of the inflation experiment in America 
becomes more obscure, so the comment thereon of the 
American reviews becomes of increasing interest to their 
foreign readers. The GUARANTY SURVEY, published on 
June 26th, realizes that “‘ the price-raising aims of the 
United States and other countries are fundamentally 
incompatible with the stabilization policies of the ‘ gold 
bloc,’ of which France is the chief spokesman,’ and 
hence it would seem that the time is not yet ripe for a 
final settlement. The writer is clearly opposed to 
inflation and points out that, contrary to expectation, 
it could not be controlled during the Civil War and was 
instrumental in bringing about a financial disruption 
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that lasted long after the end of the war. Moreover, 
he states: “If inflation can be brought about inadver- 
tently by over-extension of credit based on the legal 
reserve require ments, as was the case in this country in 
1919-1920, it is very doubtful whether it can be controlled 
once the metallic reserve requirements have been modified 
by legislation.” 

Dr. Benjamin Anderson, Jr., writing on “‘ A Planned 
Economy and a Planned Price Level,’ in the CHASE 
EcoNOMIC BULLETIN for June, points out that, though 
we have heard so much about the failure of classical 
economic theories, yet John Stuart Mill was fully aware of 
the dangers of excessive tariffs and excessive credit, 
and that it is our neglect of sound economic doctrine 
which has led the world into its present plight. He suggests 
that the mercantile policies of to-day—limitations of 
imports, restrictions on production, and other evils— 
are based on a recrudescence of sixteenth and seventeenth 
century fallacies. He fears the so-called ‘ planned 
economy ”’ of to-day: “If a government of a collective 
system undertakes to regulate’ the business of a country 
as a whole and to guide and control production, there is 
required a central brain of such vast power that no human 
being who has yet lived, or can be expected to live, can 
supply it . . . Chaos is_ inevitable.” War-time 
experience would be largely useless: then consumption 
of certain goods was unlimited; now men must produce 
only those goods which can be sold. Turning to the 
policy of raising prices and wages by currency and credit 
manipulation, Dr. Anderson is still more sceptical of the 
progress which can thereby be achieved: ‘“ To get 
rising prices of manufacture or even rising wage rates, 
before there is an increase in employment and an increase 
in volume of production, is merely to choke off demand and 
to add to the misery of the millions of unemployed the 
additional burden of a rising cost of living.”’ 

We regret that the exigencies of space prevent a 
fuller and more detailed analysis of this brilliant article— 
perhaps the finest exposition of sound economic doctrine 
which has ever been published by a bank. We earnestly 
wish that the statesmen of all countries would study 
these theories and act upon them 
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THE FEDERAL RESERVE ACT—ITS ORIGIN AND PROBLEMS. 
By J. LAauRENcCE LAUGHLIN. (New York, 1933. 
London. Macmillan & Co., Ltd. Price 18s. net.) 

WE are on the eve of revolutionary changes in the 

American banking system. A careful study of its develop- 

ment and problems will go a long way towards facilitating 

the understanding of the inherent nec cessity for a change. 

Professor Laughlin’s book deserves, therefore, attention 

at the present stage. Apart altogether from current 

developments, it will remain of historical interest for 
future generations. 





OLD AND SCARCE TRACTS ON MONEY. With a Preface 
by J. R. McCuttocuw. (London, 1933. P. S. 
King & Son, Ltd. Price 15s. net.) 

TuHIs volume contains essays on money by Vaughan, 
Cotton, Petty, Lowndes, Newton, Prior, Harris and 
others, photographed from the original volume printed for 
the Political Economy Club in 1856, of which only 
I25 copies were printed. Its reading discloses some 
curious cases of similarity between the ideas of the 
seventeenth and eighteenth centuries and of modern 
times. 


THE THEORY OF UNEMPLOYMENT. By A. C. PIGou. 
(London, 1933. Macmillan & Co. Price 15s. net.) 
PROFESSOR PIGOU approaches the problem of un- 
employment both from the monetary and from the 
non-monetary end. His aim is not to advocate a policy 
but to clarify thought. While primarily addressed to 
economists, the volume contains a great deal which 
makes easy reading for practical men with an average 
theoretical knowledge. 


THE SouTH SEA BUBBLE. By VIscouNT ERLEIGH. 
(London, 1933. Peter Davies. Price 5s. net.) 
AT times of crises it is comforting to look back upon 
the troubles of our ancestors. The present book makes 
this particularly enjoyable, as it reads like a novel. It 
is well produced with interesting reproductions of old 
prints. 


° 
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BUILDING SocIETY FINANCE. By JosEPH L. COHEN. 


(London, 1933. 


Reed & Co. 


Price 12s. 6d.) 


Mr. CoHEN’s book is a valuable contribution to the 


growing literature on building societies. 


The subject 


is far more important than is generally realized even by 


practical and theoretical experts on finance. 


The author 


of ‘‘ The Mortgage Bank” gives us useful material for 


completing our knowledge. 


THE MECHANISM OF THE CREDIT STANDARD. 
(London, 
Price 7s. 6d.) 


GLUCKSTADT. 
Son, Ltd. 


By Hans 


1933. P. S. King & 


Mr. GLUCKSTADT is amongst those who believe in 


international currency. 


He is less arbitrary than Mr. 


Keynes in determining the respective amount every nation 
is to receive, but is not any more convincing for that. 





Bank Meeting. 





THE STANDARD BANK OF SOUTH AFRICA, LIMITED 





SIR R. ROY WILSON’S ADDRESS. 





HE one _ hundred and_ twentieth 
ordinary meeting of Shareholders of 
the Standard Bank of South Africa 
was held on July 26th, at Southern House, 
London, E.C. Sir R. Roy Wilson presided. 
The Chairman said : The year under review 
was the third of the world-wide depression, 
and it proved to be far more trying than 
either of its immediate predecessors. World 
prices, in terms of gold, of all farm products 
and raw materials, continued to decline, 
and the prolonged slump in trade caused 
an unprecedented strain upon all sections 
of the community in South Africa, agri- 
cultural, industrial and commercial. The 
difficulties during 1930 and until September, 
193I, were mainly due to the rapid and 
continuous fall in price levels. Thereafter, 
and throughout 1932, these difficulties were 
accentuated in South Africa by the adverse 
exchange position resulting from the depar- 
ture of Great Britain from the gold standard. 
When the Union also left the gold standard 
at the close of last year a new set of problems 
was created, and the country is passing 
through a trying period of readjustment to 
the altered conditions 
The effect of the decision of the Union 
Government in December last to abandon 
the gold standard was almost at once apparent 
in the rapid re-transfer of funds to the Union. 
Capital which, during the preceding fifteen 


months, had left the Union, has since been 
largely repatriated, and evidence of this is seen 
in the increase in our Deposits and Current 
Account balances, and in the accumulation 
of Bankers’ Deposits in the South African 
Reserve Bank, which recently reached the 
high total of £25,000,000 as against the low 
figure of about £4,000,000 in December last. 

An outstanding event of the year wa; the 
meeting at Ottawa of the Imperial Economic 
Conference, as the outcome of which agree- 
ments were concluded which should lead 
to considerable development in trade between 
the various members of the British Common- 
wealth of Nations on a basis of mutual pre- 
ference. The chief advantage secured by 
South Africa was a favoured place for its 
principal primary products in the markets 
of the United Kingdom. Special arran - 
ments were made for assisting the marketing 
of South African fruit and meat, and, gene- 
rally speaking, facilities have been provided 
for an extension of inter-Imperial trade for 
which there is ample scope. 

The agreements were warmly received 
in South Africa, and while their practical 
value can only be gauged after a period of 
actual experience following the resumption 
of normal trade, they undcubtedly afford a 
practical basis for expanding and stabilising 
markets for South African produce in the 
United Kingdom and other Dominions. 
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, | | GERMANY 

: Z _ EE rainy | NETHER- - of > | eweenee 
ENGLAND U.S.A FRANCE | BELGIUM | “| anps DENMARK NORWAY | SWEDEN 
| Total Abroa 


1930 








JANUARY .. 150-5 601-9 $41°8 33-6 37-0 9°5 8-1 13°5 111-8 7°3 
APRIL - 156-2 620-9 341-0 33-8 35-7 9-5 8-1 13-4 124-5 7°3 
JULY on 156-3 615-1 355-6 34-3 35-7 9-5 8-1 13°3 128-2 7°3 
OCTOBER... . 155-6 611-0 395-3 36-2 32-7 9-5 8-1 13-3 | 119°6 7°3 

1931 . wg 
JANUARY .. 145-9 604-3 432-6 39-2 35-2 9°5 8-1 13-3 108-5 10-9 “ 
APRIL 144°5 640-1 451-6 41-1 36°38 9-5 Sl 13-2 114-7 10-2 . 
JULY a 163-3 701-1 452-7 41-0 41-1 9°5 8-1 13-1 69-6 5:7 - 
OCTOBER .. 134°8 644°9 481-5 71:3 58-0 9-0 3-0 10-9 63-7 4-9 w 

1932 - 
JANUARY... | 120-7 613-9 554-4 72-8 73°3 7-9 8-5 11-3 48-2 oe ee 
APRIL 7 120°8 620-1 618-2 71°8 73°2 8-0 8°5 11-3 43-0 3-9 = 
JULY : 136-1 530°0 662-8 73°3 81-0 7-4 8:3 11-3 40-7 4°3 a 
AUGUST ; 138°6 538°6 661-5 75:1 84° 7°3 7-8 11-3 37°5 3-1 x 
SEPTEMBER 138-9 569-8 662-0 74°83 85° 7°3 7°8 11-3 37°6 3-1 
OCTOBER 139°4 591-5 2 73°8 8% 7°3 7°8 11-3 39-0 3-1 
NOVEMBER 139-4 617-1 *6 74°6 Sf 7°3 7-9 11-3 40-0 3:0 
DECEMBER 139-4 626-6 1 74°3 85° 7°3 7:9 11°3 40°5 2:8 

1933 
JANUARY .. 119-8 647-0 668-4 74-2 85-3 7°3 7-9 11°3 39°5 2:1 
FEBRUARY 126-4 6638-9 659°3 74°6 84-9 7°3 7°9 11°3 40-2 1-9 
MARCH... 150-2 594-5 653-0 75:4 83:4 7°3 8-0 11-3 37-6 2°83 # 
APRIL ia 171°8 665-1 647-4 76°3 78°4 7°38 8-3 12-0 36°2 3-1 
May - 186-0 705-9 651-0 76°3 74°83 7°3 8-3 12-0 20°1 1-0 
JUNE ed 186-3 723°3 652-6 76°3 69-1 7°3 8-3 11°9 18-2 11 
JULY os 189-4 728-2 654-1 76°5 61-5 7°3 8-3 11°9 9-2 1:0 

on O 


1 The figures are taken from the returg Bar 
2 Excluding a small amount heldintg °*" 
3 Gold and silver holdings. 


Table II CREDIT AND CURRENCY (millions of £) 


CLEARING BANKS BANK OF ENGLAND 





Other Deposits*® 





Deposits Cash Advances iki : Reserve® Guiness 
Total Balances ment® 

1930 | | 
JANUARY .. 1,767°5 192-0 969-1 111-8 75°5 | 64-9 53-5 355-8 
APRIL ; 1,712-0 87-2 968-2 101-7 65-2 57:1 60°6 359°8 
JULY 1,749-0 1 2 950-4 107-0 70-3 | 62-4 | 49°8 365-0 
OCTOBER 1,791-0 188°7 922-3 95°9 61-0 | 42-2 60°6 357-2 

1931 | 
JANUARY 1,835 -9 194°6 907-4 97-7 64-4 | 48°8 | 51-4 351-7 
APRIL "2 | 1698-1 175-4 923-8 91-9 56-6 | 32-0 | 51-9 353°7 
JULY .. | 1,750°3 180-7 896-7 103-1 69:3. | 36:3 | 56:3 358-1 | 
OCTOBER 1,687 -°8 172-9 ag4-4 120-4 68-3 56-5 | 53-6 | 356-8 

| | 

1932 | | 
JANUARY .. 1,677°1 176-9 889-3 112-5 74-3 | 45°3 | 49-9 345°9 
APRIL eo 1,643 -2 170-2 864°8 93-6 58°3 | 62°6 | 43-0 | 352°8 
JULY on 1,765-2 187°7 820-5 122-7 88-2 68°8 | 44°3 369-3 
AUGUST ~ 1,812°6 189-6 800-7 115-0 79°5 | 73:1 | 48°6 365-3 
SEPTEMBER 1,826°3 189-6 787°3 114-0 80-6 69°9 54°6 359-8 
OCTOBER .. 1,853°3 159°5 779°9 110-9 77-3 67-0 | 56-0 358-4 
NOVEMBER. . 1,858°8 190-2 769-7 127-6 90-5 68-9 55-6 358-8 
DECEMBER. . 1,943-°7 203°1 758°4 136°2 102-4 102-4 23 °6 371-2 

1933 | | 
JANUARY .. 1,943-°3 210-9 749-6 135-8 103-4 90-6 | 45-4 | 353-2 
FEBRUARY 1,917°2 204°6 751-0 133-3 98-3 86-4 | 61-0 356-2 
MARCH _ 1,885°9 204:0 | 751°6 127°8 92:8 | 57:7 } 79°7 367-1 
APRIL 1,890°9 215-7 749-2 138-0 100°9 | 68:5 | 74:0 371-9 i 
May oe 1,904°2 202°3 760-6 117° 77°5 72°5 | 72°3 | 874-1 i 
JUNE 2 1,688 -°9 151°8 | 677-7 147° 105-1 75°4 74:2 375°1 





1 Average weekly balances, nine banks. 2 Average of four or five weekly returns. 
* Since December, 1931, figures relate to last Wednesday in each month. 
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I , CZECHO r rr I \ > SWITZER IN AN 
aUSSIA POLAND ; , AUSTRIA |HUNGARY ITALY . SPAIN JAPAN 
Rt SLOVAKIA LAND Conversion Banco de 
Abroad Office la Nacion 
)-9 16-1 7°7 1-9 »°3 56-1 23-6 101-7 107-3 1°3 
7°3 2 1 77 4-9 6-3 22-2 97-9 91-7 1-3 
7°38 41°7 16-2 s 1-9 ) 6-3 OR-0 90-2 1-3 
7°3 1-2 13-0 ~ 6-2 ) 7°23 Ox -2 85°] 0-9 
7°3 
‘ 1 1 ) »-4 6-2 . rs On-4 °7 85-4 84°5 0-3 
10-9 2 ] ) r-4 6-2 4 { P55 ) ) RO 77°74 O-4 
10:2 - 9-4 6-2 +-0 1B] { 13 S7°3 64°7 0-3 
40 2 ] ) dS . 53-9 67-4 O° 82-3 71 0-3 
7:4 ] 10 ) 60-9 93-1 89-1 1-1 1-8 0-2 
5:5 I 10-0 2 } r ) °7 3 44-0 51-0 0-2 
39) - 1-2 10 1:3 ) 103-4 89-4 13-9 51-0 0-2 
4°3 l 10-0 $°3 t 7 Lo4 RU°5 43°9 51-0 | 
31 - ) w-0 1-3 62-2 104° SO°5 43°90 1-0 Q°2 
3:1 \-] 4°3 > H2-t 1O4 9-5 13-9 51-0 0-2 
3-1 10-1 4-33 62-8 104-6 89-5 13-9 51-0 O-2 
$- 11 <3 1-3 ) LOL-2 89-5 13°90 51-0 0-2 
11 { j ‘ t 2 98-0 xO «4 13-5 51-0 0-2 
2-1 11 H } , l 98-0 t $3°5 51-0 0-2 
1-9 ll 10-4 1-3 4 66-8 100-3 nit) 13-5 51-0 O-Z 
2°83 l -4 { 3 os-0 100-5 ~O°6 4$3°5 51-0 O-z 
31 11-3 4 re ; 70-5 ‘5 6 43°5 51-0 0-2 
1-0 10-9 10-4 { 72°3 81-5 39°6 413°5 1-0 0 
il 10-9 10-4 + 2 4-3 SO-6 
1:0 
th tn n or rest f t of the mont! 
1ereturg },, ante 
held in ti Banking Departinent 
mr rh sATMTOC 
Table III GOLD MOVEMENTS 
meas Least Mie 8 rep NGDOM UNITED STATES 
= TRANS 
P VAAL GOLD 
Net ae aoc OUTPUT 
Influx (4 Imy " Exports smy icy Imports Exports oe t at 85/- per 
on® rk ix Exports Exports fine ounce 
us £1 ys ¢$ mil s 3 s $ millions £ millions 
JA ARY 1-0 8-6 12-9 8-9 4-0 3-8 
\ I ri g-x . 65-8 0-1 ( rf 3:7 
JULY ) l . 21°9 42°53 20-6 3:9 
OcToO! i-s s ] 2 35 9 eA 3-9 
1931 
J ARY 7°5 7 l 8-9 1-4 34-4 39 
\ ' ) ) 0) 40°5 49-5 7 
y 7 a ) 20°5 1-0 19-5 a) 
Oct 6 60-9 Os -¢ 5 yar 1-0 
1a 
\ ARY 17-1 2-9 107-9 79°0 1-0 
\ I t 19 1) O° 1-0 
) l l i 16°3 2°) 4 ‘-Z 
\ t l 1-0 24-2 Is-1 6-1 4-2 
( l I 1-0 l 28-0 4-1 
( . l 20 2 4-1 
VEMBER yes es {+f 91°38 21°8 4-1 
LD 2-0 l ; 100-9 100-9 4-9 
JA ARY ’ 1 ) 128-5 ) 4-1 
fh EBRUARY 1-4 1 l 4 12 -¢ 8 3:3 
MARCH ) 1 4 19-8 14-9 vA l 4-0 
APRIL 12 Oo lf ios I 9°9 3-8 
May.. 2°0 28°2 t-0 
JUNI 24 y 4 > 3°99 
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Pe t Per cent er cent Per cent £ mi lior 
Bk. @ 
} a 2} 0 16 10°84 45, 
3 a4 2} 0 15 10-69 42 
i a 2} 015 O-3l1 40 
i i 23 013 5-12 40 
} 23 24 O14 0-20 40 
} i 2} 016 9-20 40 
3 i 2} 017 2:84 45 
: ty 2} O14 5-59 45 
tt 2% O ll 4°39 45 
f # 2} 010 15 $5 
f df 2+ 0 8S 10°9 42 
} ; 2} 0 6 9°27 457 
} f 2k O11 9°78 45+ 
3 # 24 0 10 11°25 $5+ 
§ rt 23 0 S& 10°08 50Otr 
#8 2} 0 9 6-380 hot 
44 22 0 8 4°73 HOt 
4 45 2} 0 s 6-04 SOF 
x 44 =i 0 7 8-14 A) 
f i ys ti = 2 4 ik 
: f 2 0 6 4:27 DOF 
; 24 O 5 11-18 50 
; 2} 0 7 O-S8) 50 
Ag » 0 10 10°41 na 
i fe 2 0 7 10°34 350 
j i ,. i ~ 4 , 41> 
j O10 4°85 $5 
2 0 FT 7°86 $0 
n above are the rates ruling on Friday of each week. 
mM a 
Table \ 
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M rREA PARIS BRUSSELS MILAN ZURICH 
s f Fr. to 4 Belga to £ r 4 Fr. to € 
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i:- HN } , 12 via OF +( ) 
$ t 10 9o2°8s9 < i4 
ms sy } bo 2° S04 0 OULU 
~ { ) 739 O76 
j sf 4 ) 2 S23 
! ; fat 17 li 
e , 1 9 
e ~At} 17 j 
. 67-677 1S-O18 
1-460 74 17 -t 
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Table VI BRITISH TRADE |AN 
COAl PIG-TRON (1) STEEL (1 
Production . of Production Production 
Millions of Millions of yptercortng Thousands of Thousands of 
1a 30 
JANUARY O72 »*9 159 650 
Al 19-7 +-6 151 620 
JULY In-7 1-9 105 456 
OCTOBER 21-0 7 | On 415 
19 
JANUARY 19-2 «6 3 337 402 
APRI 1X <6 6 7s 397 
JULY 17:1 37 70 429 
oO 19-7 4 65 457 





JANUARY 14-7 3 76 ) $30 
A I In-4 SR 69 $3333 
J 15:0 a) i 432 
A > 15°3 rr) 7 362 
. rr 16-1 3-1 , $50 
) 17 - 3 ’ rf 439 
NOVEM 18-3 7 59 474 
I M 14-9 3-3 50 430 





JANUARY 18-8 SD f 

FEBRUARY 17°38 3-2 63 483 
MA { 19°5 , 70 578 
A PRII 15-4 9-9 6u 510 
MA 17-4 3-9 72 600 
JUNI 15-3 3 2 o69 








1) Returns issued by the } 
T. . pImnrce aa a . y TOrTlD wv 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
EAS TRA ANK CLEARINGS UNEMPLOYMENT 
c| tndex of 
Per N hers I 
rts Exports rt ! ! a Tota ‘ n f med ' 
sured Register (Quarterly 
persons 
t t t t ‘ £ t i ' ‘ ® 4 lw 
. a ~ mt ne it rr ithe 
| 
10 
JANUA 1-9 8-3 $-2 $ ) 1 t 19-5 12-6 1,481 109-6 | 14 
APRIT ) 16-9 5 10-4 4-7 15-1 20-3 14-6 1,678 100-9 d 
: ~ ; - ete ; . Al 
J 7 " - j + + | Bae ine 1,4 On -7 ly 
OcT ER 10-9 16-9 7°2 yee 4 13°5 19-9 13-7 2,200 92-7 nny 
ctr ane - 6-0 9 1-2 14-2 ro. 91-5 2,614 85-1 Ja’ 
‘ ) eS ) 13-4 t+] -o , 80-6 Al 
ier rie | 1-3 0 1 $ 13-1 1-3 22-6 4 S1-1 Mt 
oO s oO 4-1 13-1 2 9g 21-9 > 706 90°5 On 
| 
TA ARY f 3 ! 4A é-2 ] Ee 22°44 ion JA! 
A + ) 4-0) ! e+ Ho2 91-3 AP 
JULY so) 3 ; . 4-5 13°! 22-6 22-9 2,812 83-2 Jt 
ArGrsT 6 , 4+] 4 11-9 ( Oz-] 9 ih : Al 
- ~ » 4¢ s 
SEPTR t ‘ 2 ’ rae 3 11-4 22-8 2855 f SEI 
‘ , 1 , rs ‘-1 ] 4 21-9 ae vi Oc 
Geren 3 I ; 9 5 § | 2-2 | 2900 7% onc No 
woe 
DRCE r $1 0 4-1 13:1 1-3 21-7 S798 1g °° "> DE 
1933 
JANUA +1 2 4-2 m5 1-2 13-7 4 23-1 2,903) TA) 
Fr ‘ 10-1 7 +9 +-5 } 4-2 13-1 22-0 22-8 2.857 } 88-2 FE! 
MARCH 2° 0) n°5 ) 12-5 21-3 22-0 2,776 | | Ma 
Ai ) 2b 4 ) 3 +-0 13°3 22-7 4 2.608 AP 
Ala 5 5 0 0 13-0 ZI-S 0-5 2.583 MA 
4 3-9 12-6 1-6 19°5 2,438 Ju: 
1 Daily averages 2“ Country ” clearings at London Clearing House. 3 Total clearings (London 
Country” and Provincial) adjusted for comparative purposes, by application of Board of Trade index con 
number of wholesale prices (1924 = 100) 4 Average four or five weekly returns since December, 1931, 





figures published monthly. § Reprinted by courtesy of the London and Cambridge Economic Service. 
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FACTURES THEREOF MACHINERY COTTON WOOL 
Exports of Expo 0 Exports of Export Exports o 
mn mports Exports Impor port Yar Piece Goods Pop Wool and Wool and 
Worst Worsted 
Yarns 1 s 
of I sa Phousa t t M illic M , Millio Millious Mill s 
lo of To thousands tl u ] Sq. Yd ofl of Ll Sq. Yd 
LO v2 1514 4,456 13-2 313-2 S°7 37 14-1 
234 268 1,699 S61 11:5 217-0 2°4 a 7-0 
199 303 1,415 $1,440 11-0 197-4 2°7 3-2 10°1 
“64 264 1,499 1,128 11-7 150-3 3-1 3-4 8°7 
222 167 1,181 3,280 11°3 155-6 2-4 2-4 10-4 
19:3 188 1,216 2,843 10-8 135-2 2°38 2-4 5-0 
231 168 227 2,693 11°3 177-3 2°5 3:5 6°6 
276 159 1,698 2,792 12°38 143-1 2°6 4-0 6-7 
170 167 925 2 701 16-4 170-9 3-4 3 4 S:o 
145 180 769 3210 13°9 199 6 2-9 6°3 
119 158 635 2.608 -5 198°3 2:4 a7 7°6 
105 156 Tol » Ot 9-1 180-9 2-7 ° 8-2 
10 127 600 1.882 10-0 177°4 3 0 6°3 
163 160 734 10-9 138-4 Dy } 9 
D8 170 S40 3 9-9 150-2 l l oO 
73 164 913 2,286 11-7 195-8 1-6 ) 7:4 
69 149 721 1,955 10-6 197 oe} 2-8 R-4 
78 136 626 2.018 11-9 194-6 4-2 3-0 85 
97 155 689 2,421 12-8 209-9 $°3 3:1 7-9 
77 135 650 2,211 12 7i°S 3°0 2°38 3°9d 
RD 179 710 te 10-9 168°7 6 3°2 6-1 
60 154 672 2,21 10-6 141-6 3-8 2 6-6 
au the National Federation of Lron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
NITED KINGDOM S.A GERMANY FRANCE ITALY 
( if 
of W n W ale Wholesal I g W 1 ( Wholesa 
Depa Stat Sta Sta Ls ! r 
y M r La 1 " 1 s- Genel bique 
1 La r ar Générale 
”) Ju “1 July Jan. J 
‘ ' , 4 ") he ad "a 
(h) (i 
1930 
‘ JANUARY 131-0 118-5 164 133°8 132°3 151-6 576 269 453 
3 APRU 123-7 112 155 129-9 126-7 147-4 o4s 572 429 
7 PULY 119-2 | 106-8 157 120-3 | 125°1 149°3 108 O92 402 
: OCTORE! 113-0 gO -( 157 118-3 120-2 145-4 doz 097 357 
1931 \@) 
! JANUARY 106-9 91-3 152 112-8 115-2 140-4 576 590 
rc APRII 105°7 90-0 147 107-2 113-7 137-2 545 589 
1 JULY 102-2 S60 145 103°2 111-7 137-4 200 o60 337 
q OCTOBER 104-4 O01 146 100-7 107-1 133-1 457 v3l 330 473 
1932 
JANUARY 105°8 9-0 147 96-4 100-0 124-5 439 534 326 470 
APRII 102-4 S6°3 143 93-8 98-4 121-7 439 539 319 474 
JULY 97-7 82-7 141 92-4 95°9 121-5 $30 300 456 
AUGUST 99°5 SO? 141 93°4 95°4 120-3 416 517 300 $55 
SEPTEMBER 102-1 S81 143 93-6 95-1 119-5 $133 307 462 
OCTOBER 1OL-1 85-3 143 92-3 94-3 119-0 412 304 465 
. NOVEMBER 101-1 8o°7 143 91-5 93-9 118-8 4133 516 302 468 
" DECEMBER 101-0 84-1 142 89°7 92-4 118 413 299 463 
1933 
JANUARY 100°3 84-2 141 87-4 91-0 117-4 411 296 461 
4 FEBRUARY 98-9 82:7 139 85-7 91-2 116°9 104 > 523 203 458 
MARCH 97-6 82-3 137 86-2 91-1 116°6 390 287 451 
APRII 97-2 84°5 136 S6°5 90°7 116°6 387 282 445 
MAY 99-2 S7°5 136 xO-8 91-9 118-2 385 282 
JUNE 101°7 SO°D 138 92-9 118-8 403 
yn 1 The indices, which are for the Ist of the month, are entered for the previous month to facilitate 
x comparison, 
b, 2 Gold index, (a) Revised index, (+) New index, 
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The New Bank of England 
By Professor C. H. Reilly 


N rebuilding the Bank of England, Sir Herbert Baker 
and his colleague, Mr. A. T. Scott, with Mr. FF. W. 
froup as supervisory architect, had anything but a 

clear site for their building or a clean slate for their 
ideas. Although the whole site, save its external walls, 
was eventually to be cleared, certain fine apartments were 
to be resuscitated Phe old buildings themselves were a 
conglomerate mass in which were hidden behind the super- 
ficial tidying up of Sir John Soane’s fine Graeco-Roman 
boundary wall many exquisite things which the Governors 
of the Bank could not bring themselves entirely to 
destroy. If they had to be destroyed physically, they 
ordered that replicas of them should be provided. When 
to this was added the general instruction that their 
new building should be more like the mansion of a 
private person than a modern block of offices, it will 
be seen that the work of the architects is not to be 
judged by ordinary standards, and under such conditions 
that they should have made as straightforward a building 
as they have done is to their credit. 

(he main scheme of the new building, half of which 
has now been built, places immediately behind the 
untouched external wall, whose Roman and windowless 
srandeur every one knows, a series of rebuilt Soane-like 
apartments, which, instead of being separate units 
dotted about, now lead one from the other in a manner 
which permits the contrasting shapes of their fine vaults 
and domes to be properly appreciated. These ground 
floor apartments, together with the Court Room = and 
Committee Rooms, now on the first floor, will be dealt 
with, it is hoped, in a later article. The external circle 
of resuscitated rooms after Soane is interrupted on the 
Threadneedle Street front by an external and internal 
entrance hall, the latter paying the same compliment to 
the work of Sir Robert Taylor, an earlier architect to 
the Bank 1700 175d), that the rooms do to Soane, 
who succeeded him: there is another main entrance 
as before in the Lothbury front, though not in the old 
position. Behind this range of one-storeyed  toplit 
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windowless building, corresponding to the old boundary 
wall, rises the cliff of the new multi-windowed building, 
terminating in a rich cornice, a balustrade and a steep 
pantile roof. To connect, if not to weld together, these 
incompatibles, the architects have projected on each of 
the longer fronts one or more masses of tall buildings 
across the lower structure out to the boundary of the 
site. Buried in the lofty central mass are two courts, 
each partially built at present, one a long rectangular one, 
designed to recall to a certain extent the beautiful old 
garden court, and the other a tapering one with a circular 
end. ound these courts in the main run the corridors. 
Pwo of them, however, cross the big court in loggias 
at the first floor level as additional connections, while 
the rooms themselves on most floors look outwards to 
the streets. 

So much for the general arrangement which is probably 
as good a solution of the plan problem, given the con- 
ditions already mentioned, as possible. In its external 
and internal architectural expression the problem was 
much more difficult. How was the new building with 
its lower floor heights and, consequently, smaller scale 
of detail to be wedded to the big austere Roman work 
of Soane? In certain parts of the exterior, such as the 
walls of the great court, the architects have had a freer 
hand, though even here they have felt constrained to do 
homage to the memory of the beautiful garden court 
of other days, by reintroducing the same Corinthian 
order and the same type of circular headed window. 
A deep well, however, with a multitude of windows 
looking into it, as the new court was bound to be, could 
never attain to the quiet dignity of the old with far lower 
buildings. The architects, therefore, were probably wise 
in chiefly enriching the lower portion of it and in giving 
to it certain dramatic values. These are mainly achieved 
by the two free-standing, arcaded loggias which cross 
it near either end with good scenic effect. They embody 
Sir Robert Taylor's Corinthian order, as do the isolated 
single and double columns which decorate the longer 
sides of the court. These latter, used in this scenic 
baroque manner, are well in keeping with the open 
loggias, though the detail of the arches between them 
seems a little thin for so robust a treatment. Building, 
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to-day, in this swaggering eighteenth century manner, 
when strictest economy of form is gaining ground every- 
where else, is, to say the least of it, very brave. It 1s, 
indeed, the sort of bravery only a great bank could 
venture upon. . 

Phe exterior to the outer streets shows, as was pointed 
out Ina previous article, that the architects have by adopt- 
ing a renaissance mode of expression even earlier in date 
than Sir Robert Taylor’s work, let alone that of Sir John 
Soane, added to their difficulties. The small scale of the 
upper storeys was difficult enough, anyhow, to reconcile 
with Soane’s large Graeco-Roman work. It became 
more difficult still when the new work was deliberately 
clothed with the small serrated cornices, the SWags of 
fruit and flowers, the stepped quoins and other small 
domestic detail of the time of Wren and, most of all, 
when the whole was crowned with a steep domestic 
roof and dormers. A valiant attempt has, no doubt, been 
made to solve this problem by the massiveness of the 
great projecting blocks of buildings and especially by 
that over the Threadneedle Street entrance, by the 
width of the crowning pediment to this block and by 
the link between Rome and Wren which Mr. Wheeler's 
rather Germanic figures attempt. My own feeling, 
however, is that the problem was incapable of solution 
on these lines, and that it would have been better to 
have kept the tall, central structure plain and functional 
or, if such were not thought ornate enough for the status 
of the Bank, to have reintroduced Soane’s austere 
Roman detail rather than Wren’s less mature type of 
classic. An archeologist of the future, if not accurately 
acquainted with the craze for revivals of past forms of 
architectural expression (from which some are happily 
to-day emerging), will be not a little puzzled to find the 
upper storeys of the bank apparently dating from the early 
eighteenth century and the base from the early nineteenth. 

lhe interior is, of course, different. Here the architects 
have not been so tied, except in special cases such as in 
the Soane apartments and in the landing’on one of the 
upper floors where they have reproduced Soane’s very 
massive Prince’s Street vestibule with its great Greek 
Doric columns. One cannot help being glad to see these 
things again, though it is obviously debatable whether 
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the massiveness of this vestibule is suited to an upper 
floor landing. Scenic architecture, however, is not 
easily tied down, and with a steel core and a good engineer 
like Dr. Oscar Faber all things are possible. everywhere 
in the halls and corridors one finds massive stone piers 
and vaults, and very fine and satisfying they look until 
one remembers that they are rather solid scenery upheld 
on rather slender steel. If one can forget that fact one 
can enjoy, as in a museum, one great piece of architectural 
modelling after another and everywhere find stimulating 
detail, whether it be in Mr. Boris Aurep’s mosaics or in 
Mr. Armitage’s carved stone or cast bronze. 

fhe most interesting portion of the interior so_ far 
built is the central stair with its big oblong halls at each 
of the three main levels, all executed in Hopton Wood 
stone, that fine, if rather expensive, English stone not 
unlike Roman Travertine in general colour and more 
effective in graining. The stair is contained in a semi- 
circular space, and fine vistas, some enhanced with 
columns, are obtained between it and the various halls. 
Che ground-floor hall is partly vaulted in plain and curved 
surfaces, the vault being pierced by a large oblong 
opening in the centre through which one sees on looking up 
the completed vault above the upper hall. The effect 1s 
of a great vaulted balcony such as one sees occasionally 
in Italy but rarely in this country. The contrasting 
surfaces these two vaults one above the other involve, is 
very stimulating even if the vaults, which, with their 
coursed stone, look so powerful, are really shells poised, 
as I am informed, on steel girders. Like the external 
loggias, and equally unusual in the amplitude of its 
modelling in these severe and practical days, the general 
eftect of this staircase « omposition is highly dramatic and 
baroque but not in any cheap way. [ven finer, however, 
is the great vaulted hall above at the third-floor level, 
where Soane’s massive Doric entrance hall from Princes 
Street has been translated, adapted and reproduced. 
If the Bank could afford so glorious a third-floor landing 
as this, one wonders again why it did not insist on a 
similar scale and simplicity of detail everywhere, both 
inside and out That would have been a far. finer 
tribute to the spirit of Soane’s work than any reproduction 
of portions of it and would have led to a consistent whole. 
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Mechanization in Savings Banks 
By C. Ralph Curtis, M.Sc. (Econ.) 


HE comparative simplicity of the transactions 

which take place between the savings banks and 

their customers, render these operations a fruitful 
field for mechanization. Mechanization has, of course, 
been an accomplished fact in the Savings Banks and in 
the Savings Banks Departments of the big banks in 
the United States for many years, but British Savings 
Banks are only now turning their attention to this 
problem. 

When the question of the mechanization of Savings 
Banks is studied in this country there are two opposing 
ideas which have to be considered. For the sake ot 
brevity we will call these two ideas the ‘‘ counter ’’ 
system and the “ ledger ” system. 

Briefly, the counter system is one where all the 
mechanization is done at the counter, each cashier having 
a combined cash register and book-keeping machine into 
which the customer's pass book and his iedger card are 
placed and which records the transactions and throws 
out the new balance automatically on both, as well as 
on a proof sheet. This might at first sight appear to 
be the most perfect system, but upon closer examination 
several difficulties are revealed. In the first place 
business in a savings bank takes place in two waves or 
rushes, the first immediately on opening, when there is a 
moderate amount of counter work and a vast amount of 
postal work, and the second at the lunch hours between 
twelve and two, when there is an enormous amount ot! 
ounter work. Any system therefore which purports 
to deal with such a business must allow for sufficient 
cashiers to clear away the midday rush as soon as possible. 
If. therefore, the counter system 1s to be employed, there 
must be enough machines on the counter to deal 
adequately with the midday influx. Supposing therefore 
that 60 per cent. of the transactions take place during 
this two hour period and twelve machines are needed 
m the counter to cope with the rush, then a simple 
irithmetical calculation will show that the total day’s 
transactions would take twenty machines two hours to 
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do or five machines eight hours. In other words, if 
the transactions can be spread over an eight hour day, 
five machines can be employed, where twelve machines 
are needed with the counter system. This, then, is 
the basis for the argument put forward by the exponents 
of the “ ledger ’”’ system who claim that it is better to 
deal with the rush by the old hand method, and to post 
the ledgers mechanically the next day, perhaps, spreading 
the work over fewer machines, fully employed all the 
time. 

A further disadvantage which would appear to be 
inherent in the counter system is that it is essential for 
each cashier to have the ledger cards close at hand in 
order that no time should be lost in picking them out for 
insertion into the machine. In order to facilitate this, 
it is usual in Savings Banks employing the counter system 
to divide the cashiers into letters so that A to C go to 
No. 1 cashier and D to F to No. 2. This might easily 
lead to a position where, in a rush period, all the Smiths 
and Saunders arrived at once at the bank and queued up 
impatiently by cashier No. 7, while no Anthonys or 
Dunns being there, cashier No. 1 is idle. The ledger 
system permits as many cashiers to be put on in rush 
mage as the counter will hold, and enables the work to 
be divided evenly between them. 

While practically every firm who sells accounting 
machines has tried at one time or another to systematize 
the savings banks, the main exponents of the counter and 
ledger systems in this country are the National Cash 
Register and the Burroughs respectively. This, of course, 
does not mean that they are either of them wedded to 
one system entirely—in fact the Burroughs have a 
counter machine available for buyers who prefer this 
system — but in general it will be found that the National 
advocate the counter system, while the Burroughs 
suggest the ledger plan. 

A rough outline of the latter system will therefore be 
of interest here. 

In the first place the cashiers have desk books with 
duplicate slips attached. The amounts paid in_ or 
withdrawn are written down by hand, and these shects 
and the new balance as shown by the pass book also 
noted thereon. These duplicates of the cash sheets are 








[52 THE BANKER 


sorted into numerical order of account number and form 
the posting media for the ledger cards. 

fhe advocates of the counter system will probably 
remark here that the time taken to enter these details 
by hand on pass book and cash sheets will be much 
longer than that taken to do the same operations simul- 
taneously on a machine. This may be so, and there will 
probably be found to be on balance little or no difference 
from the point of view of speed in both systems, the 
creater advantage being in the fewer machines employed 

Fic. 1 shows an example of the type of machine 
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employed on this work by the Burroughs ¢ ompany, and 
lic. 2 shows a typi al ledger card. [It will be observed 
that interest is calculated on every transaction and 
posted with it [his is the usual practice with Savings 
Banks. The net balance of principal as shown by the 
machine must be identical with the figure picked up trom 
the posting media which is, in its turn, a copy of the 
balance in the pass book. The machine will presumably 
be one which will accumulate debits, credits and the 
balance of interest posted in three different counters. At 
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the end of the day’s run a simple proof can be applied 
to the interest calculation in that the interest on the 
fizure which represents the difference between the old 
and new balances should agree with the balance of 
interest as shown in the third accumulation counter 
and arrived at by an accumulation of all the individual 
interest postings. Interest is of course calculated at so 
much per month per pound up to the end of the accounting 
period, and the final red interest figure on the account 
at the end of that period will be the interest which has 
to be credited. This obviates, of course, thousands of 
calculations at the end of half years and years. It 
will be seen that this system provides for a smooth 
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working over the whole day and period, and in spite of 
the pen work at the counter a complete check is provided 
upon cashiers, postings, pass books, ledgers, etc. Where, 
of course, sectional balancing is in use, the totals of each 
ledger in a section will be posted at the end of a day’s 
run to the control account for that section. All ledger 
work, computation of interest, etc., is divorced from the 
transaction whilst the customer is in the Bank. It 
becomes the work of one clerk, who is specially deputed 
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the following day, and is done without interruption or 
delay. This probably results in speeding up the counter 
transaction to a certain extent. It will also be noted 
that the machine provides the aggregate balance on 
each account, proved of course at each posting. This 
saves considerable work and time at the financial balancing 
period 
In order to explain the raison d’étre for the ledger 
svstem I was obliged to point out several of the objections 
to the counter system which are brought forward by the 
advocates of the former system. This must not, however, 
be taken to mean that I personally prefer either system, 
my sole object being to bring out the underlying dif- 
ferences When one turns, therefore, to an examination 
of the counter system as outlined by the National Cash 
Register Company, one finds that there are also several 
snags "’ in the ledger system which the counter system 
purports to solve 
In the first plac e the customer's pass book and ledger 
account are vitally related to each other and yet where a 
pen and ink record is made in the customer's pass book, 
the Bank’s side of that entry the posting to the cus- 
tomer’s account has still to be made and proved as a 
subsequent operation, with the result that there is no 
certainty of the customer's and the Bank's records 
agreeing. From the customer's point of view there ts, 
too, no guarantee that the amount on the ship from 
which his account will be posted is the same as that 
which has been posted to his pass book. On the other 
hand, from the Bank’s point of view there is nothing to 
stop a customer adding a one or other figure in front of 
an amount shown in the deposit column of his pass book 


and alter a lapse of time claiming credit for that amount. 
Furthermore, when a customer sends someone else to 
make a deposit for him, there 1s nothing to stop that 


person making the entry in ink and pocketing the money. 
Discrepancies of this sort, from whichever side they arise, 
are difficult to argue. An important part of the idea 
behind the National Savings Bank Machine is that if all 
the work of a customer’s transaction—not only the 
customer's pass book—is completed simultaneously im 
the first place there can be no discrepancies between 
records. Because of many control and __ protective 
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features the work is fully analysed, individual responsi- 
bility is established for each entry by the personal identifi- 
cation keys, and postings and proof sheets are completed 
in no more time than it takes a cashier to make a single 
pen and ink entry. 

The National Savings Bank Machine, an illustration 
of which is shown (FIG. 3) has certain quite distinctive 
features. 

Kirst, up to 17 separate totals are available, so that 
debit and credit entries can be broken down into a number 
of sub-dissections and be separately stored by the machine 
as a direct part of the normal posting operation. 





NATIONAL SAVINGS BANK SYSTEM 


Secondly, setting up an amount on the keyboard and 
pre ssing the motor bar will not operate the machine. A 
key must be depressed to designate the classification of 
the entry and another to identify the person making 
it. In other words the machine compels the setting up 
of all the factors in an entry before it will work. 

Thirdly, in the machine itself, there is a continuous 
strip called the audit sheet. This cannot be reached, 
altered or turned back by the operator, nor can the 
operator prevent the machine printing on it all the detail 
set up on the keyboard, even though no other document 
be placed at the printing point. Irom the management 
point of view, therefore, it is established that every 
entry made must be a complete one, must be identified 
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with the person making it, and must leave at least one 
complete record accessible only to an authorized person. 

Fourthly, the machine is singularly well provided 
with other protective and control devices. Thus, not 
only do all the classification totals shown on the key- 
board, illustrated in Fic. 4, each store separately the 
amounts put into them, but each is coupled with an 
item counter which counts the number of times it is 
used. These will give data on quantitative activity. 
Che vital functions of the machine are under lock and key, 
and these in turn are controlled by item counters. To 
vet at the box in which the audit strip is held, or to bring 
into place the lever which enables the machine totals 
to be taken, a lock must be undone and item counters 
record each such unlocking. 





I { KEY-BOARD SHOWING AMOUNT KEYS ON THI 
LEFT AND CLASSIFICATIONS ON THE RIGHT 


Lastly, irrespective of sub-classification, the machine 
also automatically stores two separate totals of all 
debits and all credits. These two totals are under the 
key marked ‘“ Auditor’s Control.” This key can only 
be operated by the person undoing the lock which 
controls it. 

iG. 5 shows the four records made by the National 
Machine at one operation. The customer’s pass book 1s a 
proper bound book. The ledger card is the normal 
type. The deposit slip or other document prepared by 
the customer is overprinted by the machine, and _ the 
fourth is the continuous locked up audit strip. The date 





NOW READY 


INCOME TAX 
UP TO DATE 


1933-34 





\ | 0 NORBRECK 
BRING THE WHOLE FAMILY TO 
HYD20 FOR THEIR SUMMER HOLIDAYS 


A LUXURY LINER 
ON LAND 
Mer 


Rules and Regulations for the (Minus Ml-dé 
! » ACKES f LIN 





Ss 


PRICE NINEPENCE 


nd LAWNS 


Current Income Tax Year. rt NNIS Cour 
Seaeet © GYM.. CINEMA, RIDING 
HOUT TING, BILLIARDS, BALLROON, 
Ineluding a Synopsis of the LE LENNIS, TWO LARGI \ 
RAY LOUNGES 





popular covered 


st 
fnd the mo ER SWIMMING BATH 


Land Value Tax snd tne wat 
By H. J. GULLY, F.C.A Also TONIC and MEDICINAL BATHS. 
FOR A WEEK-END 









On sale at Railway Bookstalls and Newsagents Write for terms and brochure t 
ro direct from the Publisher, “THE JAMES; H.” SHORROCKS 
FINANCIAI NEWS 20 Bishopsgate, (Blackpool 51072) 
London, B.C.2 ‘ 
PRICE NINEPENCE, POST FREE. + ORBREC 

















THE ECONOMIC 
FOUNDATIONS OF FASCISM 


| By Paul Einzig 


| Contains a Chapter on 

| - BANKING IN THE FASCIST 
| 

| STATE ~™ 





Price 7s. 6d. net. 


MACMILLAN & CO., LTD., LONDON 








| 
1] 
| 
| 








158 THE BANKER 


and correct column selection and extension of new 
balance are automatic and the printing point is a flat bed. 
fhe transaction column shows the identification of the 
person making the entry. The machine will not function 
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without this identification of the person making the 
entry, and each clerk can lock his own key against use 
by another. The Bank at the end of the day has a 
complete classified history of every transaction and 
locked up totals showing the exact cash responsibility 
of each clerk. 
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A further glance at the keyboard column shown in 
Fic. 4 will show that practically every key is duplicated 
under the letters A and B. This duplication is an 
answer to the ‘“‘ more machines’ argument mentioned 
in the first part of this article, in that two cashiers can 
use the one machine which will be presumably situated 
between them on the counter. It is claimed that no time 
is thus lost, as one cashier is picking out the required 
ledger card to match the pass book whilst the other is 
setting up an amount on the machine. This, of course, 
halves the number of machines used. 

It will be seen that this machine aims at providing 
for the remotest contingencies. There is a “no book” 
key in case the depositor pays in without a pass book 
and there is a “ duplicate deposit ” key for the printing 
of such items in the pass book when it is eventually 
produced. In this latter case, of course, the amount does 
not add into the cash figures as no cash passes. 


BANK OF ENGLAND 


All the Sand, Ballast and other Aggregates used in this Building 
are being supplied by 


IN ASSOCIATION WITH 


161, MILLBANK, LONDON, S.W.1. 


TELEPHONE VICTORIA 9881 








